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ECONOMIC TRENDS IN THE 
ELECTRICAL INDUSTRY 
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The biggest customer 
is just beginning to buy 


The big buyer is usually the 
canny buyer, always seeking 
the best values, driving the 
best bargains. 


That explains, perhaps, 
why industry is the greatest 
user of electricity. 

And if “the past is the 
best prophet of the future” a 


still larger industrial demand 
is promised. 


For despite their energetic 


WESTINGHOUSE 


expansion, electric light and 
power companies provide 
only forty-four per cent of 
factory current! Thirty-five 
per cent of industrial power is 
not electrified at all. Thirty- 
two per cent of all electrified 
industrial power still is car- 
ried by private generating 
plants. 


These are fields within 
clear sight. | New applica- 


tions, processes yet undiscov- 


ELECTRIC & MANUFACTURING COMPANY, 


ered, offer even greater 
possibilities. 


Authorities believe that by 
1935 industrial heating, elec- 
trolytic and electro-chemical 
processes alone, will require 
as much energy as the entire 
present electrical output for 
That was about 
twenty-eight billion kilowatt 


power. 


hours in 1925 —more than 
half the country’s total for all 
existing purposes. 


EAST PITTSBURGH, PA. 
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Westinghouse 


Westinghouse motors and other apparatus are playing 
a significant part in electrification of American factories. 
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HE FINANCIAL WORLD | <>, 


The Financial World was established to diffuse the truth about investments, has con- 
stantly maintained fhis attitude, and will continue to do so, confident in its belief that 
as long as It elings to this ideal it can count upon the support of the investing public. 
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The Trend of Things 


@ The latest indexes of business throughout the country show a high rate 
of distribution and consumption of goods. ‘The freely predicted trade i 
recession has failed to put in its appearance thus far and there is no near : 
term prospect of one. On the contrary the basic steel industry shows 
signs of definite improvement; : 

@ Strength of the credit situation was further revealed when the govern- 
ment announced that no quarterly financing would be necessary; it was 
also reported that consideration is being given to refunding high interest 
rate early government maturities at a lower rate. Outlook continues to in- 
dicate lower interest rates and higher bond prices and credit ease; 

‘ @ Warmer and moister weather would doubtless be a great help to the im- 
portant coming crops; the government report is less satisfactory than was 
expected. However, given a favorable June a great change for the better 
can still take place; 

@ Improved sentiment in the securities markets is being reflected in the view 
toward the future of business. Unquestionably a great psychological 
change for the better has taken place as it is becoming clear that no im- 
portant business reaction is in near term prospect. 
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EVELOPMENTS during the past Reports from the steel industry indicate month will have an important bearing 
[) vex further fortified the view an upturn from the downward trend in thereon. 


that the country is enjoying a vol- 
ume of business larger than that of a 
year ago at this time. It is reflected in 
bank clearings and freight car loadings. 


output which has characterized this sea- 
son of the year for some time. The crops, 
however, leave considerable room for im- 
provement and the weather of the coming 


The very definite evidence that is com- 
ing to hand that no trade recession of im- 
portance is taking place nor in the mak- 
ing for the near term future has caused 
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a rather complete reversal of sentiment 
in the security markets. This department 
has held the view that business volume for 
the first half of 1926 would be good and 
that for the second half would be more 
dependent on the crop outrun and a good 
rate of new construction activity. With 
consumption at a high rate and no over- 
stocking of inventories production cannot 
help but be maintained. The railroad car 
loadings showing a large gain this week 
are not comparable because the Decora- 
tion holiday was included last year and 
not this. Next week’s car loadings will 
show a decline compared to the same week 
in the previous year because a holiday will 
be included therein. 


* * x 


@ The Business Prospect 
* * * 

Need current reports, especially car load- 

ings and bank clearings, continue to 
reflect a high volume of distribution and 
consumption of goods. The widely her- 
alded trade depression has failed to put in 
its appearance thus far and prospects do 
not point to any important recession in 
business in the near-term future. The 
Department of Commerce summarizes 
May, 1926, results as follows: 

“Reports for the early weeks of May 
indicate increases in business activity as 
compared with the same weeks of 1925. 
Larger production of bituminous coal and 
beehive coke, larger awards for building 
construction, greater receipts of wheat and 
cotton, and a larger distribution of mer- 
chandise, as measured by carloadings, were 
reported during this period, compared with 
the corresponding weeks of 1925. Debits 
to individual bank accounts, indicative of 
the dollar volume of trade, were also run- 
ning larger during the early weeks of May 
than a year ago. Wholesale prices con- 
tinued to average lower than a year ago, 
but the early weeks of May recorded an 
advance over the previous month. Busi- 
ness failures were running smaller in num- 
ber than a year ago.” 

This means that in all probability vol- 
ume of business in the first half of 1926 
will be larger than in the same period of 
1925. There is every present prospect that 
volume in the second half will be equally 
satisfactory, especially if the crops come 
through and if a high rate of new con- 
struction is maintained. 


a a Ea 
@ The Credit Situation 
oo a a 


URTHER firmness was imparted to 

the money market when it was an- 
nounced that for the first time the treas- 
ury department would not need to do any 
short term quarterly financing. This was 
due to the fact that governmental receipts 
from taxes on 1925 profits had exceeded 
expectations. These excess receipts are 
being used to retire debt. The policy of 
the treasury is to retire more and more 
debt from year to year. While this makes 
interest payments less the real beneficiaries 
will be those who live after say 1924, 
when the entire debt may have been wiped 
out. Present taxpayers will have to con- 
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tinue contributing relatively high amounts 
for some time. The credit situation con- 
tinues fundamentally sound and prospects 
for lower interest rates and higher bond 
prices over the longer term future continue 
favorably defined. 


* * * 
@ Commodity Prices 
* * * 


engi of the great importance of 
the future trend of commodity prices 
this factor has been thoroughly discussed 
in THE FINANCIAL WorLp a number of 
times; in the current issue Thomas Gibson 
again goes into the fundamentals of this 
highly important situation. There is no 
prospect for any substantial advance and 
there is a prospect for a gradual declining 
trend in the coming years. 


* * * 


@ New Construction 
* * * 

IGURES on new construction contracts 

indicate that a high volume of this 
very important work is to be done during 
the coming months. We may get some 
recession later in the year, but there is no 
present prospect of anything other than a 
very satisfactory rate in this field for the 
months in the nearer term future. The 
importance of new construction will be 
discussed in next week’s issue by Mr. Gib- 
son in the important and instructive series 
he is writing. 


*x* * * 
@ The Motor Industry 
* * * 


HE accompanying chart is rather in- 

teresting ard highly illuminating re- 
garding the present trend in the industry. 
Reports of a “motor war” with Henry 
Ford to do the aggressive “warring” have 
been prevalent for some time. The fig- 
ures rather clearly show that General 
Motor’s Chevrolet is pulling up rather fast 
on the Ford car. As a matter of fact es- 
timates coming from Detroit show that 
the present rate of production of Chevrolet 
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Comparative Output of Fords and 
Chevrolets (1926 estimated) 











cars is around 1,000,000 yearly, while that 
of Ford is but 1,500,000. The chart rather 
clearly shows the gain made by Chevrolet, 
To what extent Chevrolet’s gain is due to 
the temporary withdrawal of Overland 
from the low-priced, four-cylinder field, 
to the higher standard of living bringing 
in more purchasers and to the psychology 
of owning a car other than a Ford is hard 
to say. Meanwhile Willys is reported to 
be developing a light four-cylinder car 
after the European fashion. The last six 
months of 1926 promise to write some in- 
teresting history in automobile circles. 
* * * 


@ The Railroads 


* * * 


ITH no prospect of anything other 

than highly satisfactory May and 
June earnings and no prospect of any im- 
portant recession in the volume of busi- 
ness the strength of the undervalued rail 
shares is not surprising. When further 
consideration is given to possible mergers 
(doubtless the revised Van Sweringen plan 
will soon be made public and will contain 
some important revisions in exchange ratios 
as well as possibly a segregation of the 
Erie hard coal properties) to be followed 
by other mergers such as those of Loree 
and Missouri Pacific, the prospect for an 
increase in freight rates and the prospect 
for an increase in rail valuations it is not 
surprising that with all this amniunition 
the rails should be doing well marketwise. 
They are coming into their own and by 
fall, when peak earnings are being re- 
ported (and possibly a number of dividend 
increases), promise to reach new high 


prices. A much better rail market is in 
prospect. 

‘2 ¢ 
@ The Securities Outlook 

* * * 


HE turnabout in sentiment has become 

more pronounced. One statistical 
service that has been predicting a reces- 
sion in business has now come to the con- 
clusion that none has developed nor is any 
likely to in the near future; others may 
soon be compelled to fall in line. This 
wil) bring additional buying power with 
it. There doubtless still is a large short 
interest in the industrial division which 
can be run to cover. There are a number 
of important industrial companies such as 
U. S. Steel, Pullman and Standard of New 
Jersey that have still speculative ammu- 
nition in reserve. There unquestionably is 
distinct promise of a number of railroad 
dividend increases and railroad stock 
financing. However, those who look for 
a “boom” in business are just as likely to 
be disappointed as those who a few months 
ago were looking for a business depres- 
sion. Those who look for a general up- 
ward movement in all stock prices are also 
likely to be disappointed. Those who op- 
erate on strictly investment lines in this re- 
adjustment market will be on the sound- 
est basis and for this reason continue to 
recommend confining purchases to the 
rails, good yielding public utility pre- 
ferreds and the high yielding low-cost 
coppers. 
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@ Instead of adverse situation affecting a security 
causing the investor a sacrifice, a thorough 
study of it may reveal an opportunity of turning 


it to profit; 


@ In such developments, often there is revealed one 
of those unappreciated opportunities, examples 
of which Mr. Guenther provides in this article; 


@ The subject also provides the author with the op- 
portunity of pointing out the advantages to in- 
vestors there are in averaging purchases of stock 
—and cites several interesting examples of this 
method of stock buying —THE EDITORS. 


behind a security the frailty of the 

average human mind considers price 
as the incentive prompting action—and due 
to this temperamental kink not only are 
opportunities for profitable investment ven- 
tures permitted to pass, but, more often, 
in a temporary depression sound stocks are 
sacrificed. 


I: place of analyzing what values are 


This is a psychology which has undone 
many investors, They have permitted 
themselves to sell their securities when the 
more intelligent course would have been to 
purchase more on a scale down, so that 
when the turn did come they would have 
been in a stratgetical position to profit sub- 
stantially out of an opportunity which 
went unappreciated at the time—provided 
a security was fortified with values. 


A Case of Fear 


A case in point of this kind was the de- 
cline in Armour A stock, brought about by 
liquidation by scared stockholders because 
a temporary adverse condition in the pack- 
ing industry had developed. No matter 
how well managed a corporation is there 
are times when unforeseen developments 
arise, yet these are situations which will 
correct themselves, if the company’s finan- 
cial structure is sound, and behind it there 
is a potential earning power. Such, in my 
Opinion, is the position Armour occupies. 
It is engaged in a basic industry and it 
needs but a slight turn toward betterment 
in earnings to justify the directors restoring 
the dividend to the “A” stock. 


Moreover, I am confident in the course 
of the next few years Armour “A” stock 
will be looked back upon as one of the 
unappreciated opportunities, by that I 
mean, where an adverse situation enabled 
stockholders to average their holdings, 
thereby establishing a lower price level 
from which to estimate their profits when 
dividends are again resumed and the mar- 
ket price adjusts itself to such a favorable 
development, 
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Assume for example it cost an Armour 
stockholder $22 a share for his “A” stock 
and he now purchased another 100 shares 
around $15 a share, the average price of 
his 200 shares would stand him $18 a 
share. Hence, if the stock returned to its 
former price level there would be a profit 
of $4 a share or nearly 20 per cent on its 
market level, and the margin of profit 
would increase with every further advance, 

This is, the position large banking insti- 
tution and insurance companies take 
toward their securitfes.” . Instead of sacri- 
ficing them because of a temporary de- 
cline, or an unforeseen development, if 
the security is sound—the corporation a 
well-managed one—the industry it is en- 
gaged in is capable of expanding, they will 
average their holdings confident their posi- 
tion will be justified and in the end prove 
remunerative, as it does in the majority 
of such cases. 


Averaging a person’s holding is a method 
the average investor is not as familiar with 
as he should be. I purpose to bring out 
its advantage by several convincing ex- 
amples. 


Making a Choice 


I recall in 1923 an investor calling upon 
me in a worried state of mind. Among 
his investments was Union Pacific, which 
had cost him $150 a share. The stock was 
down around $123 a share at the time. 
Should he sell and what should he place 
his money in? It was rather difficult to 
find a security that was as secure from 
standpoint of income as was Union Pacific 
at the time. I pointed out to this gentle- 
man that he had no occasion for worry— 
and if he had any courage the stock’s low 
price provided him with an opportunity to 
average his holdings—an opportunity 
which, undoubtedly, he would appreciate 
later. Union Pacific is now around $150 
a share and is in a position in this invest- 
ment market to reach a much higher price, 
in which event this particular investor can 


Unappreciated Opportunities 





count his profit from $137 a share instead 
of $150. Such is the striking advantage 
of the method of averaging the price of 
sound securities when the opportunity 
presents itself. 


Another Instance 


I remember another instance where an 
investor profited considerably out of his 
ability to recognize one of these unappreci- 
ated opportunities, several years ago when 
THE FINANCIAL WorLD pointed out the 
excellent prospects which lay ahead of 
Missouri Pacific. Its preferred stock was 
then selling around $40 a share. He bought 
the stock in a declining market, firmly re- 
solved to add to his holdings on every five- 
dollar dip in the price. On this basis he 
acquired 100 shares at $40 and an addi- 
tional 100 shares respectively at $35, $30 
and $25 a share. In all this investor had 
accumulated 400 shares of Missouri Pacific 
preferred at an average price of around 
$32 a share. He subsequently sold his 
holdings for $85 a share, realizing a profit 
of over $21,000 in little over two years. 
Had he simply held onto his 100 shares, 
bought for $40 a share, his profit would 
have only been $4,500. But this investor 
was confident Missouri Pacific had a good 
future and would repeat the history estab- 
lished by other railroads reorganized un- 
der the auspices of Kuhn, Loeb & Co. 


An illustration equally graphic of what 
profits are possible from the unappreciated 
opportunities which can be found in an 
adverse market is that of the preferred 
stock of American Agricultural Chemical 
during the period when the fertilizing in- 
dustry was passing through its post-war 
travail. 


The situation as it affected this com- 
pany was analyzed by THE FINANCIAL 
Wortp, and the possibilities of its pre- 

(Please turn to page 762) 
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@ Thomas Gibson 


HE trend of commodity prices has a 

decided bearing on security values, 

but the effects of rising or falling 
prices on different classes of securities are 
by no means uniform. Some lines of en- 
terprise are benefited while others are in- 
jured by rising or falling prices. This 
holds good: also as to bonds, notes, etc., 
as compared with stocks. It is, therefore, 
apparent that a correct decision as to the 
probable future course of commodity prices 
and an understanding of the varying effects 
on security values are essential to success- 
ful operations of either an investment or 
a speculative character. The natural trend 
of commodity prices is downward, Im- 
proved methods of transportation, fabrica- 
tion, and ‘distribution gradually cheapen the 
cost and consequently the selling prices of 
commodities generally. There will be tem- 
porary exceptions to this rule in the case 
of perennial products, the supply of which 
may be materially decreased or diminished 
by climatic or other conditions, such as 
foodstuffs. But in the long run improved 
farm machinery and more scientific agri- 
cultural methods will tend to cheapen even 
such products. 


The radical advancement in transporta- 
tion facilities plays a prominent part in 
cheapening commodities. It now costs a 
little over 1 cent to transport one ton of 
freight one mile by railroad. Prior to the 
building of railroads the cost, figured on 
the same basis, was as high as $2 or $3. 
Quite aside from this, the element of time 
is to be considered. We can now move 
raw materials quickly to market and re- 
distribute them in finished form with equal 
promptness. The elimination of delay has 
only been accelerated by new means of 
rapid communication, i. e., the telephone 
and the telegraph. 


The invention of machinery, which will 
do the work of many men in a shorter 
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HIS fourth article in Mr. Gibson’s important series covers 
what THE FINANCIAL WorLp regards as the influence likely 
to be dominant over the longer range future—commodity prices. 
A correct forecast of commodity prices leads to a correct fore- 
cast of the price course of securities. Declining commodity prices 
do not affect all securities alike; on the contrary some are bene- 
fited and some are adversely affected. Mr. Gibson’s clear exposi- 
tion of the influence of commodity prices on security prices is 
therefore not only extremely timely but in addition it will give 
the average man‘a concept of just what will flow from an era of 
gradually declining commodity prices such as we now appear to 
be entering upon.—THE EbirTors. 

















By THOMAS GIBSON 


time and at a greatly reduced cost, is the 
other principal factor in determining the 
natural trend of commodity prices. It is 
sometimes contended that we have about 
reached the limit of improvements in trans- 
portation and mechanical devices, but this 
contention loses force when we observe 
that the same prophecy has been gravely 
offered at intervals for a century or more. 


Artificial Influences 


While the natural trend of prices is to 
a lower level, artificial influences will fre- 
quently interfere or appear to interfere 
with this trend. It is unnecessary to drag 
the effects of fiat money into the discus- 
sion. Many people were much impressed 
with the astonishing prices established for 
all kinds of commodities in Germany dur- 
ing the collapse of the mark. But these 
quoted prices really had little meaning. A 
certain amount of coal continued to ex- 
change for an equivalent amount of wheat 
or clothing. When we assume that the 
gold standard is the real measure of ex- 
change, we get a somewhat different angle 
to the proposition, 


It is quite true that the economic prin- 
ciple bearing on fiat money and gold money 
is identical. That is to say, if we could 
produce gold in unlimited quantities at 
will and if we proceeded to do so, the ef- 
fect on prices would be about the same as 
if fiat money were being issued in large 
quantities. But nature has so limited and 
distributed the gold supply that we cannot 
produce it in the same manner. We can 
produce any quantity of fiat money with 
a printing press, but this is not true of 
gold. Furthermore, the laws of supply 
and demand automatically limit gold pro- 
duction. When commodity prices rise to a 
high level, gold mining becomes less and 
less profitable, as the quoted price of gold 
is a fixed standard and cannot rise or fall 
with other commodities. In truth, the 


real price of gold does rise or fall accord- 
ing to the laws of supply and demand, but 
the process is so insidious and recondite 
that few people understood it. To explain 
this point as briefly as possible, it may be 
stated that when gold is over-produced the 
quoted price of gold remains unchanged, 
but commodity prices are forced upward 
and a certain amount of gold will exchange 
for a smaller amount of other goods. 
Therefore, the real price of gold has fallen. 


Failure to observe the effects of over or 
under-production of gold on prices and 
interest rates has caused huge losses to 
security owners in the past. For twenty 
years prior to the war, commodity prices 
advanced at the rate of about 2 per cent 
per annum. All sorts of vague theories 
were offered in explanation of this phenom- 
enon, but the real reason was apparently 
understood by only a few economists and 
students. These observers sought to warn 
investors, but their efforts were not very 
successful, and their views were combatted 
by many popular writers who were un- 
able to understand what was going on. 


Effects on Values 


Whether or not over-production of gold 
is responsible for rising commodity prices, 
the effects of rising prices on security val- 
ues are the same. Rising commodity 
prices reduce the value of all securities 
having a fixed or limited rate of return. 
To make the proposition as simple as pos- 
sible, if wheat is selling at $1 per bushel, 
a $1,000 bond at par will exchange for 
1,000 bushels of wheat. If wheat rises to 
$1.50 per bushel a $1,000 bond at par will 
exchange for only 666 bushels of wheat. 
This holds true as to all commodities and 
it applies as well to the interest received 
on the bond as to the principal thereon. 
There is only one yardstick by which we 
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Regulating the Railroads 


@ Some very important problems in 
railroad regulation are coming up; 
these include the rate advance for 
the western roads, cutting interest 
rates on railroad debt to the govern- 
ment, a new railroad merger bill 
and what is perhaps most important 
a determination of what constitutes 
a fair value on which a fair return 
is to be realized. ‘The following ar- 
ticle especially discusses the latter, 

will 


on which hearings 
July 1. 


HE railroads have been under regu- 
| lation for a long time. However, 


the near future promises to bring 
some very important developments. One of 
these is the decision of the Interstate Com- 
merce Commission on the western freight 
rates which is expected within a month. 
Another is the hearings on railroad valua- 
tion which will start July Ist. Another 
is the proposed legislation before Congress 
to reduce interest payments on govern- 
ment loans from 6 per cent to 4% per cent 
and the other bill to clarify the consolida- 
tion situation. 

While the railroads have been subject 
to regulation for a long time there has been 
no permanent adverse legislation enacted 
in the past twenty years; there have been 
a number of favorable bills enacted into 
law and it is largely the interpretation 
of these bills which is now coming up. 


Action on Freight Rates 


The probable action of the Commission 
on the western freight rates has been dis- 
cussed in THE FINANCIAL Wor.tp from 
time to time and our view has been that 
the Northwestern roads will be granted 
some relief; should this take place it 
would have a very important bearing on 
rail securities indicating that the Commis- 
sion is taking to heart the mandate in the 
1920 Transportation Act to so adjust rates 
as to yield a fair return. 

I will devote the bulk of this article to 
a discussion of the railroad valuation ques- 
tion which President Storey of the Santa 
Fe described last week as constituting 
the “principal uncertainty.” Many years 
ago the elder LaFollette was firmly con- 
vinced that the railroads had a great deal 
of watered stock and he conceived the idea 
of having a valuation made to demonstrate 
this. After an expenditure of more than 
$100,000,000 it has been pretty conclusive- 
ly demonstrated the railroads are worth 
more than their outstanding capitalization. 
How much more is the question. 
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By FREDERICK HANSSEN 


In its proceedings thus far the Com- 
mission has been inclined to accord valua- 
tions on the lowest possible basis and these 
have been promptly protested and appealed 
by the railroads. Now the whole question 
will be thoroughly threshed out in con- 
nection with the hearings on the recapture 
of earnings of two-very small roads, the 
St. Louis & O’Fallon and the Manufac- 
turers’ Railway, belonging to the Busch 
estate and jointly operated. 


Bases of Valuation 


The Commissioner’s examiner has made 
a preliminary report which may be de- 
scribed as a “trial balloon” which seeks to 
show first that the surplus earnings of the 
better earning road cannot be used to off- 
set the deficiency in the less profitable 
property because they have separate capital 
structure and second that the basis for 
valuation should be that of 1914 prices 
brought up to date without any allowance 
for the higher commodity price level. 

Messrs. Clark and La Roe, attorneys 
for the railroad (Mr. Clark was formerly 
an Interstate Commerce Commissioner) 
state: 

“For the first time in the history of 
inter-State commerce regulation it is pro- 
posed that the Commission shall hold, in 
substance, that separate physical identity 
is incompatible with system operation and 
that such physical identity is a controlling 
consideration; that the ‘prudent investment’ 
theory of valuation shall be applied in the 
computation of earnings that may or may 
not be subject to recapture; that prices as 
of 1914 shall be recognized as a proper 
measure of values as of 1923; that the stat- 
ute shall be construed according .to a dic- 
tionary definition of a single word, dis- 
regarding entirely the manifest intert of 
Congress, and that one part of a system 
should pay a substantial part of its earn- 
ings to the United States while another 
part of a commonly owned, managed and 
operated system shall be forced to accept 





less than a reasonable return or no return 
at all. Coming at this time, after years 
of litigation during which major principles 
have been settled by Commission and court, 
the discarded thories now revived by the 
Examiner must startle even the most radi- 
cal proponent of feudal principles in the 
valuation and operation of public utilities.” 


Present-Day Values 


It is difficult to conceive that the Su- 
preme Court (to which this case will un- 
questionably be carried) will take the re- 
port of the examiner of the Commission as 
law. This Court has repeatedly held that 
present-day value was the most important 
single factor to be used in determining 
property value of utilities in construing 
the 15th amendment to the constitution of 
the United States which provides that 
property cannot be confiscated without due 
process of law. The Transportation Act 
of 1920 merely reiterates decisions of the 
Supreme Court on the 15 amendment af- 
firming that a utility is entitled to a fair 
return on a fair valuation. 

In their statement Messrs. 
La Roe say: 

“The proposed report has at least the 
merit of clearness and ‘directness in its 
statement of the method of determining 
value adopted and approved by it. Tiere 


Clark and 


is no equivocation or cutting of corners in 


describing this method. The method does 
not purport to, nor does it, ascertain the 
value of the property as of the time of the 
inquiry. It purports to ascertain and re- 
port only the probable investment remain- 
ing in the property. No pretense is made 
that it determines the value of the prop- 
erties of respondents in any one of the 
proposed recapture years.... 

“Whether the sum named be satisfactory 
or unsatisfactory we protest that neither 
the law nor the decisions of the courts 
afford any warrent for concluding that a 
certain estimated value is correct or in- 

(Please turn to page 765) 
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HASING eighths is a royal recrea- 
tion. It comes in for its share of 


kidding, but so does golf. As be- 
tween the two, from the standpoint of in- 
trinsic gain, there is much to be said in 
favor of the former. Many of our most 
substantial financial houses, under pressure, 
will admit it to be a favorite hobby—par- 
ticularly when the market is a bit dull. 


Akin to this game is one that can be 
made substantially more lucrative. Trad- 
ing bonds. In fact, men who are adept at 
the pastime have made it a highly paid 
profession. Hardly a bank or banking 
house today is without either a bond 
trader by name or else someone whose 
business it is to watch its holdings in an 
effort to keep the investment account 
working at top efficiency by making ex- 
changes that bring better value for the 
funds involved. 


If the game is profitable for an insti- 
tution it should also be valuable for the 
individual investor. Without giving any- 
one away we can say that the technique is 
fairly simple. All that is required is 
careful attention and good judgment. Un- 
like bridge there are no tricks. The 
game is more like solitaire, for one can 
play the game alone, and the object is to 
build up on what you have. 


The proper play to make depends pri- 
marily upon the conditions then current. 
In recent issues we have described in de- 
tail the various types of bonds that should 
be held at this time, as well as those that 
should be disposed of. In this article we 
shall present typical exchanges that may 
be used to rid a list of undesirable issues, 
at the same time substituting holdings that 
should prove profitable under present mar- 
ket conditions. 


From 
Kingdom of Denmark, 5%s, 1955, at 991% 
to yield 5.57. 
To 
Danish Cons. Municipal, 514s, 1955, at 9734 
to yield 5.67. 
The simplest trade of all, of course, is 
to replace a holding with a bond of equal 
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Suggesting Bond Transfers 


@ The average investor after buying what 
he thinks is a “safe” bond is prone to 
put it in his strong box and forget about 


it; 


grade offering a better return. In this 
case the two issues are almost exactly iden- 
tical even to the month of maturity. Strict- 
ly speaking it might be argued that the 
guarantee on the municipals is not so 
strong a security as the direct government 
obligation. As far as the average investor 
is concerned, however, there is no greater 
danger of default in the latter issue than 
in the former. He might just as well be 
getting the same return for a smaller in- 
vestment. Other exchanges on the same 
basis include: 


From 

Dominion of Canada 5s, 1952......104% 4.71 
To 

United Kingdom 5%%s, 1937........ 10444 4.96 


From 
Norfolk & Western div. Ist & 


gen. 4s, 1944 93% 4.50 


To 
Central Pacific 1st 4s, 1949.......... 91% 4.62 


From 
San Antonio & Arkansas Pass. 








Ist 4s, 1943 ....... 8814 5.01 
To 
Los Angeles-Pacific Co. Ist ref. 
4s, 1950 85%4 5.08 
From 


American Tel. & Tel. coll. tr. 5s, 








a 103 4.76 
To 
Bell Tel. of Canada Ist 5s, 1955..100%4 4.97 
From. 
Amer. Smitg. & Refg. Ist 5s, 
1947 10034 4.94 
To 


U. S. Smltg., Refg. & Mng. deb. 








514s, 1935 101% 5.31 , 
From 
Armour & Co. of Ill. Ist 4%s, 
1939 ........ 92% 5.35 
To 
Morris & Co. Ist 4%4s, 1939........ 87 5.95 


Probably the most important type of 
exchange under present market conditions 


@ The following article interestingly and 
profitably discusses the proper course 
for the bond holder at present and gives 
a large number of specific examples of 
exchanges. 








@ His bond may have been the proper one 
to buy at the time he bought it but chang- 
ing fundamental conditions and changes 
in market price may now indicate a dif- 

ferent course; 


is that from a short-term bond to a long- 
term issue. Although it is usually neces- 
sary in such cases to accept a lower coupon 
this is not of importance when the yield to 
maturity is considered. Quite often a suit- 
able substitute for a short-term bond can 
be found among the other obligations of 
the same company. Where a company has 
two issues of the same interest rate the 
more distant maturity is the more attrac- 
tive, as it has the greater possibilities of 
appreciation. 


From 
Canadian Northern gtd. 4%s, 
I clic hhshe rasan senaaleennsciaaabinitie 971% 4.87 
To 
Canadian National Ry. 4%4s, 1954 94% 4.87 
From 
Southern Pacific conv. 4s, 1929.... 9834 4.60 
To 
Southern Pacific coll. 4s, 1949....91 4.64 
From 


St. Louis-San Francisco p.l. 6s, 
BER SPR Ea. 102% 4.73 

















To 
St. Louis-San Francisco p.l. 4s, 
ET Lees eee Lee 84 5.15 
From 
St. Louis-Southwestern Ist cons. 
4s, 1932 . 95 497 
To 
St. Louis-Southwestern 2nd inc. 
Be GRP sien 81 5.00 
From 
Lake Shore & Mich. Sou. deb. 
SRE eee eee 99 4.47 
To 
Harlem R.-Port Chester R. R. 
Ist 4s, 1954 .... 88% 4.75 
From 
Union Oil of Cal. Ist 5s, 1931....100% 4.80 
To 
Union Oil of Cal. deb. 6s, 1942....10614 5.39 
From 
Union Pacific sec. 6s, 1928.......... 10214 4.67 
To 


Pennsylvania R. R. sec. 5s, 1964..1021%4 4.88 


Often investors are tempted to hang on 
(Please turn to page 760) 
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Famous Players’ Strong Position 


@ What is the effect upon the company’s securities by the recent acquisition 
of the Balaban & Katz properties? 


@ Stockholders of Balaban & Katz of record September 1 may sell two- 
thirds of their holdings to Famous Players at a price of $80, provided the 
stock is deposited by September 15; 


@ Payment may be received in cash on October 15, or may be accepted in 
half cash and half in 7 per cent notes payable in three equal annual install- 
ments; or half in cash and the balance in 6 per cent options payable on ten 
days’ notice, or the full amount in interest bearing certificates. 


the reorganization of the Famous 

Players-Lasky Corporation in the 
fall of 1923, THE FINANCIAL Wor.p has 
maintained that the status of the common 
stock of the company depended upon the 
ability of the management to adhere to the 
policy that was established by the reor- 
ganization, 


Fes: the time of the completion of 


Reviewing the work done by the officials 
that led to the adoption of a policy of 
curtailment of production and certain more 
or less drastic measures calculated to put 
the company upon an efficient business 
basis, Mr. Lourts GUNTHER expressed sat- 
isfaction with the outlook and approved of 
the common stock as an attractive specu- 
lation for the long pull. 


Mr. GUENTHER, in the June 28 issue, in 
1924, recommended Famous Players com- 
mon at a price of around 74. In making 
his selection he stated that he believed the 
management had chosen the one way to 
reduce the element of risk that always is 
present in the case of a company catering 
to the public desire for amusement and 
entertainment. 


In the following August, the price of 
the stock was quoted at around 97. 

In his “Bargain List” of August 1, 1924, 
Mr. GUENTHER recommended the purchase 
of Famous Players common at 97. 


Company’s Progress 

In between recommendations occasional 
discussions were published in Tue Fi- 
NANCIAL Wor Lp drawing attention to the 
progress the company was making in 
building up earning power on a solid 
foundation. The management’s policy of 
efficiency and scientific operation was com- 
mended, and Famous Players was credited 
with occupying a dominant position in the 
amusement industry. 

In June of last year, the common stock 
was quoted at around 103, and purchase 
was recommended at that price in the issue 
of June 13, 1925, in Mr. GuENTHER’sS 
“Bargain List.” 

The stock again was recommended for 
purchase in the issue of October 17, 1925, 
at a price of 109. 

In all of these recommendations, stress 
was laid upon the fact that maintenance of 
the careful business policy adopted in 
1923, and continued showing of favorable 
earning power governed the question of 
maintaining Famous Players’ common in 
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the group of stocks attractive for the pa- 
tient, long swing investor who purchases 
with the belief that values ultimately must 
be reflected in terms of the market quo- 
tations. 


Recently, Famous Players-Lasky com- 
pleted the purchase of the theater enter- 
prises of Balaban & Katz, and announced 
an increase in common stock capitalization 
from 450,000 to 1,000,0000 shares. 


Should the stock-increase plan gain the 
approval of the stockholders the corpora- 
tion will offer 191,482 shares of the com- 
mon stock for sale at a price of $107.49, 
the 49 cents being an adjustment of the 
accrued dividend, to holders of the com- 
mon stock. The rate of sale will be one 
new share for each two shares now held, 
including the above-named dividend stock. 


Amounting to approximately $20,000,000, 
the proceeds of the proposed issue of com- 
mon stock will be devoted to the acquisi- 
tion or erection of theatres. 


Famous Players-Lasky at present has 
outstanding 375,456 shares of common 
stock and 80,000 shares of preferred stock, 
20,000 additional shares of preferred stock 
previously outstanding having been pur- 
chased and retired through operation of 
the preferred stock sinking fund. 


The purchase of the Balaban & Katz 
organization, and the large increase in com- 
mon stock, serve to raise the question: 

Is Famous Players common still to be 
regarded as outstandingly attractive at 
around present price levels? 

The writer might, first of all, answer 
that question with another: Has the re- 


cent addition to the Famous Players or- 
ganization sufficiently added to the earning 
capacity of the company to justify ex- 
pectation of appreciably higher price levels 
based upon greater values, or has the ad- 
dition merely served to increase assets be- 
hind the preferred stock, and, because 
of the great increase in common, to make 
the senior shares the more attractive pur- 
chase for the long pull? 

Suspending answer to any of these ques- 
tions tempoarily, the writer would call at- 
tention to certain ideas and facts bearing 
on the subject and leading up to a con- 
clusion. 

In the first place, one of the reasons 
for maintaining Famous Players common 
on the “Bargain List” in the past has been 
the fact that the outstanding stock rep- 
resented a substantial earning capacity that 
gave promise of steady improvement with 
time. 


Amusement Stocks Strong 

In the March 20, 1926 issue of THE 
FINANCIAL WokrLD, it was stated that the 
record of Famous Players in the past six 
years, and especially in the past three or 
four, has been remarkable as a demonstra- 
tion of the possibilities in the business- 
like development of an amusement enter- 
prise. There is no gainsaying the fact 
that the common stock of this company 
has created a remarkable earning power, 
and that the company has built a splendid 
financial structure as an added protection 
for stockholders. ; 


But it is reasonable to pause at this 
(Please turn to page 770) 





Drawing Power of Famous Players Productions 
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ROM a low of 50 reached last 
kK March, General Asphalt has re- 
gained its lost ground until now 
the stock is selling at but about six points 
below its high for the past four years. 
Such market action usually follows a very 
substantial improvement in either earnings 
or outlook. In the case of Asphalt, how- 
ever, earnings have actually declined. For 
the year 1924 operations resulted in a 
profit equivalent to $6.05 per share of 
common, while for 1925 earnings declined 
to $5.79 per share, despite an increase in 
gross revenues of $1,524,312, or about 9.5 
per cent, over the year previous. 
General Asphalt does not issue monthly 
or periodic reports of earnings, and con- 


@ General Asphalt— 


Comparative Study in Values 


@ In making a comparison be- 
tween Wabash A stock and 
General Asphalt not only is 
the relative progress of re- 
cent years studied but also 
the probable future; 


@ One occupies a very clearly 
defined position with earning 
prospects favorable; the 
other is in a highly competi- 
tive industry with earning 
prospects beclouded; 


@ One more than pays its board 
but the prospect for divi- 
dend payment on the other 
appears rather remote. 


sequently a definite check cannot be made 
on the rate of current earnings. A recent 
statement made by President Arthur W. 
Sewall would not indicate that a state- 
ment of operations or profits would re- 
veal any startling improvement. General 
Asphalt’s business thus far in the present 
year, he said, was no better and no worse 
than business generally. Such an an- 
nouncement can hardly be taken as being 
optimistic. 

Although dividends are being regularly 
paid on the company’s preferred stock, 
no disbursements have ever been made 
on the junior issue. There was some talk 
last year of dividends on common, and 
it was thought that they might possibly, 
though not certainly, be initiated the mid- 

















General Asphalt versus Wabash “A” 
Earnings —Operating Ratio— 
Gen. Asp.,com. WabashA Gen. Asp. Wabash 
_ eae def. $5.57 $3.02 93.8% 85.3% 
| ETE Ore 1.21 1.83 90.1 83.3 
—. Se eee 3.56 5.00 85.9 78.1 
Eee ae 6.05 8.07 82.6 76.5 
eae 5.79 11.48 83.9 73.1 
5-yr. average.... $2.21 $5.88 
CAPITALIZATION 
Gen. Asp. Wabash 
AE | SE Sa oe $4,937,200 $96,998,001 
PreGerwed the sicceniiccnssictenrcenee 7,416,000 71,890,192 
I I iii catsh sseienicianiccgsen dessin 19,876,000 66,602,775 
Total capitalization... $32,129,200 $235,490,968 
MARKET POSITION 
Jo 1925 % 5-yr. 
earn. av. earn. 
Mkt. Dividend Yield to mkt. to mkt. 
General Asphalt ........ 67 ae ae 8.6% 3.3% 
oS eae 74 $5 6.8% 18.0 7.9 



















































































dle of the present year. This hope has 
been dispelled by a statement contained in 
the company’s annual report for last year. 
Therein it was said that “while 1925 
earnings are only slightly less than those 
of the preceding year, they are not 
greater, suggesting the propriety of await- 
ing further demonstration of ability not 
only to begin but to continue such dis- 
tribution without strain.” It is plainly 
seen that the management itself, which is 
in closest contact with the company’s oper- 
ations, is not overly confident of what the 
future holds. In the face of such un- 
certainty on the part of those who should 
be best qualified to judge whether or not 
earnings can be maintained it would ap- 
pear to be unduly optimistic to expect 
great things of General Asphalt. 


New Products Added 

It is true that the company has recently 
added several items to its manufactured 
products, including acid-resisting fittings 
and an electrical refrigerating machine, 
but the earning power of these lines has 
yet to be demonstrated. These two items, 
at least, belong to fields in which stiff 
competition already exists. 

General Asphalt is a holding company 
controlling subsidiaries engaged in the 
mining of asphalt and production of oil, 
the refining of the same and the manu- 
facture of asphalt products (roofing, 
shingles, saturated felt, oil and paint). 
Two influences are at work at the present 
time which will probably have an ad- 
verse effect on the company’s profits. 
Building activity has shown signs of slow- 
ing down, which means a lessened demand 
for the building materials which make 
up a portion of the company’s business. 
Commodity prices are on a downward 
trend, which will result in a narrower 
margin of profit, particularly for those of 

(Please turn to page 771) 
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q American Public Utilities— 





Two High Yielding Preferreds 


«@ The prior preferred stock offers a yield of 7.6 per cent with dividend re- 
quirements earned about 2% times; . 


« The participating preferred stock has just been placed on a 7 per cent 
basis and has further speculative possibilities in its participating feature; 


« At current prices this issue is obtainable with a yield of about 8 per cent. 


that prevail among the utility secur- 

ities and upon which prices are 
often advanced came concrete news this 
week of improvement in the American 
Public Utilities Company. It applied di- 
rectly to the participating preferred stock 
of the company. The preferential features 
of the stock upon its inception entitled it 
to 4 per cent for the year ending April 
1, 1924. This amount was to increase 
each year in the amount of one per cent 
which entitled it to 6 per cent with the 
year ending April 1, 1926 and 7 per cent 
to be paid thereafter. When the directors 
this week paid the initial quarterly divi- 
dend of $1.75 on the new rate, it placed 
the stock on a regular 7 per cent basis and 
the stock is currently quoted around $87 
a share thereby affording a yield 8 per 
cent on this issue. 


(Tits ova to the flow of rumors 


American Public Utilities Company was 
incorporated in 1912 as a holding company. 
The company owns and controls the entire 
stock of the Central Indian Power Com- 
pany of Indiana, a company which in turn 
owns the entire capital stock of the In- 
diana Electric Corporation and four other 
corporations in Indiana, the group of prop- 
erties exemplifying Superpower in a high 
state of advancement. 

These properties supply electric energy 
to the great industrial region of Central 
Indiana. One of the two electric light and 
power companies in Indianapolis, the capi- 
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Part of the Huge System of Transmission 


By WILLIAM J. HEALY 


tal and chief manufcaturing center of the 
state, is in the group, and Kokomo, Hunt- 
ington, Noblesville, Rochester, Clinton, 
Wabash and other important communities, 
are served with power for greatly diversi- 
fied industrial and domestic requirements 
over a system of electric generation and 
transmission that is a modern standard for 
efficiency, 


Favorably Situated 

The Superpower station of the Indiana 
Electric Corporation at Dresser, combin- 
ing the availability of cheap fuel and ade- 
quate condensing water—the station is lo- 
cated on a tract of 3,400 acres of coal 
land, owned by the company, and the 
Wabash river, on whose banks the sta- 
tion stands, has a flow of 800,000 cubic 
feet a minute—has its product of energy 
distributed over more than 800 miles of 
high tension transmission lines to the other 
properties, assuring a reliable and ade- 
quate source of wholesale power. This 
station, with present capacity of 40,000 
kilowatts, is planned for an ultimate capac- 
ity of 100,000 kilowatts. It is one of the 
most important units in the Superpower 
system of the middle west. 


While the service of light and power 
to Central Indiana makes up the major 
portion of the business of the companies 
owned by the American Public Utilities 
Company, the company also owns the Al- 
bion Gas Light Company, of Aibion, Mich- 
igan, and more than ninety-nine per cent 


of the common stock of the Utah Gas and 
Coke Company, of Salt Lake City, Utah, 
and of the Holland Gas Works, of Hol- 
land and Zeeland, Michigan. The Utah 
Gas and Coke Company serves Salt Lake 
City, Utah—a community of over 118,000 
people—without competition, its plant facil- 
ities being complete and modern, adequate- 
ly maintained and admirably operated. The 
company’s record was especially impressive 
during the last half of the fiscal year, 
when 1,624 new service connections were 
sold, 1,264 gas ranges installed and 514 
new water heaters placed. 


The Michigan subsidiaries serve the 
cities of Albion, Holland and Zeeland 
with artificial gas. The properties are in 


stable and satisfactory condition. 


The company was formerly controlled 
by Kelsey, Brewer and Company but in 
September, 1924, control passed to Mr. 
Samuel Insull and associates, the United 
Gas and Improvement Company, the Mid- 
dle West Utilities Company and the Mid- 
land Utilities Company through owner- 
ship of a majority of the common stock. 


During the war period the company like 
so many other of its kind did not find the 
going any too easy. However, the war is 
now history and like good soldiers both 
the management and the stockholders pre- 
fer looking ahead and see in the future 
a continuation of the favorable record 

(Please turn to page 771) 












Lines of American Public Utilities Co. 























Miscellaneous Industrials 





Armour “A”— 
Rating “C” 

One of the contributing factors that re- 
‘duced net earnings of Armour & Company 
were the conditions obtaining in the Ar- 
gentine where extremely sharp competi- 
tion and declining European exchange 
rates adversely affected net. It is re- 
ported that Swift International, a former 
subsidiary of Swift & Company, is ne- 
gotiating with English packing interests 
operating in the Argentine to bring about 
more stabilized price levels. 


British Empire Steel— 
Rating “D” 


British Empire Steel continues to op- 
erate at a deficit and the deficit in 1925 
increased over that of 1924 when a loss 
of $1,333,000 was reported before deple- 
tion and depreciation and interest com- 
paring with an operating profit of $924,- 
000 before such charges in 1924. It is 
probable that some readjustment of its 
capital structure will have to take place. 


California Pete.— 
Rating “A” 


California Petroleum reports 69 cents 
a share earned in the first quarter of 1926 
compared with 61 cents a share on the same 
number of shares outstanding in the first 
quarter of 1925. The company has added 
substantially to its stock of oil and gasoline 
on hand. 


Cuba Cane— 
Rating “D” 


No early action.on Cuba Cane preferred 
dividend is in prospect. The company has 
decided that it would require a price level 
of 3% cents a pound for sugar in Cuba 
before dividend action could be taken on the 
preferred stock. For 1925 crop, Cuba again 
received an average price of slightly more 
than 2%4 cents and realized a net of about 
1/3 of a cent per pound. The average 
price promises to be lower for the 1926 
crop. 


Electric Boat— 
Rating “D?’ 
What may prove to be an itnportant 


source of new earnings for Electric Boat 
has been an order placed for a Diesel type 
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electric locomotive which will be built joint- 
ly with American Loco and General Elec- 
tric. Ingersoll Rand is also producing 
Diesel engines for electric locomotives in 
joint operation with American Locomotive 
and General Electric. The company has 
also secured an order for 12 Diesel type 
engines for use on ferry boats between 
Manhattan and New Jersey. 


Fisher Body— 
Rating “A” 

Fisher Body reports $4.45 a share earned 
on its common stock in the first quarter of 
1926. The company is in excellent financial 
condition, but of course is in the process of 
being absorbed by General Motors on the 
basis of 2 shares of General Motors for 








Rating Changes 


Subscribers should revise ratings 
according to the following changes 
in order to bring their Guenther’s 
Appraisal ratings up to date: 


Manati Sugar, com................--- CtoD 
Manati Sugar pfd................ BtoC 





Appraisal Correction 


First quarterly earnings for 1925 
on Fisher Body common stock 
should be a-$4.45 instead of as indi- 
cated, which is a typographical error 
in the June Appraisal. 


The Financial World 




















three shares of Fisher Body and the stock 
in future will doubtless move in exchange 
ratio with General Motors. 


Lima Locomotive— 
Rating “B” 

It is reported that Lima’s earnings thus 
far this year have been sufficient to cover 
common stock dividends for the first half. 
The company has recently received an order 
for $5,000,000 worth of locomotives for 
Illinois Central which if built in the last 
half of the year will give the company 
greater gross sales than for the entire year 
of 1925. 


Manati Sugar— 
Rating “D” 
Manati Sugar has passed the dividends 















on the preferred stock due to Cuban crop 
limitations and low sugar prices. It was 
officially stated that earnings for the fiscal 
year ending October 31, 1926 should be 
more than sufficient to cover all interest 
and other charges aside from deprecia- 
tion and reserves. Manati bonds are sell- 
ing on a relatively high yield basis which 
appear to be reasonably safe. It is im- 
probable that present depression in the 
sugar industry will be so prolonged as to 
impair their integrity. 


Manhattan Modified— 
Rating “B” 

The earnings of Interborough have im- 
proved enough to permit the company to 
pay off the deferred dividend on Manhattan 
Elevated guaranteed stock. The favorable 
position of the stock was analyzed in a 
recent issue. Since then the stock has 
scored a substantial advance. The guar- 
anteed 5 per cent dividend seems not only 
assured but speculative prospects of earn- 
ings going to a point where more can be 
paid is increasing. 


Pneumatic Tool— 
Rating “B” 

Chicago Pneumatic Tool is a very close- 
ly held stock which is selling at relatively 
high prices as compared to current earn- 
ings. However, those who have the 
temerity to go short of it pay for the 
privilege as a premium is charged for 
loaning the stock. Over a period of sev- 
eral months on 100 shares, this premium 
amounts to several thousands of dollars. 


United Drug— 
Rating “A” 

United Drug continues to report pro- 
gressive gains and sales increases. Gross 
sales in May were more than $7,000,000, an 
increase of about 16 per cent over May a 
year ago. 1926 promises to be the most 
profitable year in its history. 


U. S. Steel— 
Rating “A” 


Judge Gary’s intimation of a possible 
stock dividend in lieu of an increase in the 
cash payment and better reports from the 
steel industry are largely responsible for 
the recent rise which has taken place in 
Steel stock. Were the prospects not good 
for an extra of some kind the present quo- 
tation would be high for the yield is only 


(Please turn to page 766) 
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ruling feature of the bond market. 

Due to the lack of any definite 
trend transactions have been in relatively 
meagre volume, yet the quietness has as 
yet produced no indication of unsettlement. 
It is not impossible that some weakness 
will develop as Summer approaches. If 
we delve into history we find plenty of 
precedent for a slump during the vacation 
months. However, in view of the present 
plethora of investment capital, it seems 
almost certainly assured that a decline of 
any sizable proportions is most improbable. 


Of one thing we can be sure, which is 
that the supply of capital is well in ex- 
cess of the volume of new offerings. 
There is no other adequate explanation of 
the rapidity with which the public is ab- 
sorbing the new issues, many of which 
can hardly be called outstanding bargains 
at the offering prices, The important ones 
are covered below: 


Traine stan stagnation is still the 


Railroads 


$7,475,000—BaLtimorE & Ouio, Series D, 
eq. tr. 4%s due in equal annual in- 
stallments 1929-1941, 4.50 to 4.6214 
per cent basis. 

An equipment issue of substantial quality 
secured on new equipment valued at over 
140 per cent of the total bonds. Attrac- 
tive for conservative funds, particularly 
in the more distant maturities. 
$1,376,000—Cusa R. R. Ist & ref. 6s, 1936, 

at 9914, 

This issue constitutes series B under the 
company’s open mortgage and is equally 
secured with the outstanding 7%4s of 1936, 
by a direct mortgage on practically all 
property of the road, and by ledge of 
subsidiaries’ bonds. Earnings for several 
years past have afforded a wide coverage 
over interest charges. For those who are 
willing to assume the rather obscure risk 
of a Cuban railroad obligation these bonds 
look like a good bargain. 
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By THE BOND EDITOR 


Utilities 
$2,700,000—INTERSTATE Power Co. lst 6s, 
1944 at par. 


An additional issue under company’s 
open first mortgage. Sold to reimburse 
the company for expenditures on additions 
and improvements. The bonds appear to 
have adequate equity in property values, 
and earnings last year were equal to 
slightly more than twice interest charges, 
including this issue, Both gross and net 
income show steady expansion, and the 
bonds look to be attractive for income. 


$8,500,000—NorTHERN OnIo Power & 
Licut Co. gen. & ref. 5%4s, 1951 at 
924. 

The yield of 6.09 per cent on this issue 
appears rather attractive in view of the 
company’s past record of expansion. The 
price is directly in line with those of the 
company’s other outstanding obligations. 
Since approximately one-half of this issue 
is to be used to retire outstanding higher 
coupon bonds, and the balance is to re- 
imburse the company for funds expended 
in additions and improvements, the sale 
should strengthen the capital structure and 
financial condition. 
$5,000,000—Cities Service Co, ref. deb. 6s, 

1966, at 93%. 

An additional issue of notes under the 
indenture which provides for refunding the 
company’s outstanding convertible de- 
bentures as they mature. Though not se- 
cured by mortgage, the notes have a sub- 
stantial equity in net tangible assets and in 
capital stock issues. An attractive sinking 
fund provision is contained in the inden- 
ture. Though somewhat speculative, the 
yield of 6.45 per cent appears to be full 
compensation for any risks now. evident. 


Industrial 
$3,500,000—Fort Witt1AM Paper Co.. Ist 
6s, 1946, at 9814. 


Because this comparatively new news- 
print manufacturer has made a very suc- 
cessful showing in a period when the in- 


New 
Offerings 

of the 

Week 
Analyzed 


se 


dustry as a whole was not over-prosperous 
it is entitled to considerable confidence. 
This initial offering under an authorized 
$12,500,000 mortgage represents a conserva- 
tive capitalization of the net tangible assets 
which are certified at $8,657,610. Earnings 
for the past 234 years have been equivalent 
to approximately 3.3 times interest require- 
ments. The bonds appear attractive as a 
medium-grade income producer. 


$15,000,00—Tue Pruvence Co., INc., gtd. 
coll. tr. 544s, 1961, at par. 

The bonds of this company constitute a 
type of preferred real estate mortgage, and 
in addition are protected by the guarantee 
of the Realty Associates, probably the 
strongest reat estate operator in the vicinity 
of New York. Further strength is added 
by the fact that the company is under 
direct supervision of the State Banking 
Department and must abide by the State 
Laws as to the maintenance of a satisfac- 
tory surplus over capital obligations. The 
bonds are secured by first mortgages on 
improved real estate under restrictions that 
preclude the issuance of bonds in an amount 
in excess of 62% per cent of the appraised 
value of the real estate security. Earnings 
of both the issuing and the guarantor com- 
panies have been ample in recent years to 
assure satisfactory service on the bonds. 


Foreign 


$3,000,000—HuNncaARIAN LAND MORTGAGE 
INSTITUTE s.f. mtge. 714s, 1961, at 95. 


This issue is in some ways similar to that 
of the Prudence Co. described above. The 
issuer operates under government regula- 
tion and provides funds for real estate 
operations on mortgage security. How- 
ever, it is impossible to determine the value 
of collateral with the same degree of ac- 
curacy in this case, and consequently 
the bonds are considerably more speculative 
Furthermore, stability in Hungarian eco- 
nomic and political affairs is yet to be com- 
pletely demonstrated. 
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q| Kelly-Springfield— 


Two Low Priced Rubbers 





HE comparatively low levels at 
| which the rubber shares are now 
selling has brought them again into 
the speculative limelight. But the public 
has not yet forgotten the collapse of 1920. 
In that year the price of crude rubber 
tumbled from fifty-three to sixteen cents 
per pound, and tire manufactruers who had 
bought far ahead suffered large losses, 
many smaller concerns being wiped out. 
Two of the leading companies alone lost 
$100,000,000 in writing down inventories. 
Although that important year stands out 
as a warning to the rubber manufacturers, 
it is obviously impossible for them to con- 
duct their business without any inventory 
at all on hand. 

The year 1925 entered with the price of 
crude at thirty-seven cents per pound, 
which is regarded as approximately a fair 
price. In July of the same year the price 
had gone to $1.21 and 1925 closed with 
rubber at $1.10. The average for the year 
was seventy-three cents. The present price 
of crude rubber is forty-two cents, which 


@ Kelly-Springfield has had an erratic earning 
record, with operations for the past five years 
resulting in an average deficit of 93 cents per 
share; 

@ Fisk reported $1.69 per share for the first 
quarter of 1926 and $1.68 for the correspond- 
ing period last year; this is a remarkable 
showing in view of the recent drastic decline 
in price of crude rubber. 


By RICHARD J. ANDERSON 


is six cents per pound less than quotations 
of but a month ago. This naturally leads 
us to the conclusion that the rubber man- 
ufacturers again took large inventory 
losses, and it is for this reason that the 
rubber shares are now at their low levels. 

For the year ended December 31, 1925, 
Kelly-Springfield reported $2.35 per share 
earned on common stock. But the year 
ended with an inventory item of $8,051,- 
957 on the company’s books, at wnich time 
crude was selling for $1.10 per pound. 
What is the present value of that item, 
when rubber is now down to forty-two 
cents, and still showing a definite trend 
downward? Although there was set up a 
special reserve of a million dollars to 
cover inventory depreciation, it is unlike- 
ly, with rubber now at less than half its 
value as of the end of last year, that this 
reserve fully covers the loss incurred. 
Kelly-Springfield does not follow the policy 
of making public quarterly earnings, so no 
definite check can be made on the probable 
results for the present year, but it is ex- 








Kelly-Springfield 





SSS def. $3.19 
ee 6.94 
| REPRE eceae def. 4.88 
| es def. 5.86 
er 2.35 

5-yr. average.... def. $0.93 


tYears. ended Dec. 31. 


*Par $25. 
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Kelly-Springfield Versus Fisk 


Earned on Common Stock 


710 mos. ended Oct. 31. 
CAPITALIZATION 


Kelly-Springfield Fisk 
$7,000,000 $20,270,000 
8,214,700 24,161,200 
*9 096,003 811,811 no par sh, 


MARKET POSITION 


Price to mkt. earn. to mkt. 
14 16.8% nil 
19 29.1 9.2 


Price per Pound 





Fisk of Crude Rubber 
$$0.52 Jan., 1925 $0.37 
t 0.24 June, 1925 0.75 
+ 1.34 July, 1925 1.21 
* i Dec., 1925 1.10 
* 5.53 June, 1926 0.42 
$1.75 


*Years ended Oct. 31. 


%1925earn. %5-yr. aver. 
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tremely unlikely that 1926 will show as 
large a profit as did 1925. . 

Although it is admitted that it is prob- 
able that the company will show at least 
some profit for the current year, Kelly- 
Springfield’s common stock is a very long 
way from dividend consideration. There 
exists an arrearage of 12 per cent back 
dividends on the issue of first 6 per cent 
preferred stock and of 18 per cent on the 
8 per cent preferred, amounting in all to 
$1,254,646, which must be either paid in 
cash or in some other way liquidated be- 
fore payments may be made on the junior 
issue. 

Advertising Policy 

A change in the company’s advertising 
policy would probably have a favorable 
effect upon sales. The advertising cam- 
paign which has been used for a number 
of years has attempted to create a dis- 
tinct class appeal for an article which is 
used by persons in all walks of life, truck- 
men, salaried clerks and sportsmen alike. 
The advertising copy is written to appeal 
to the sportsman and comparatively wealthy 
only, leaving out of consideration what 
constitutes the majority of tire users, the 
owners of low-priced and medium-priced 
cars, 

Another error in judgment on the part 
of the company’s management is reflected 
in the rather large inventories carried dur- 
ing 1925, when prices were at a level which 
it was not reasonable to expect would be 
maintained, but must suffer deflation. 
Prudence on the part of the management 
of Fisk Rubber Company, on the other 
hand, resulted in that company closing its 
1925 fiscal year with the smallest inven- 
tory carried in years, nearly 50 per cent 
less than the amount shown in 1920, The 
year 1925 was one of extreme caution for 
Fisk, being attended not only by smaller 
inventories but also curtailed production. 
The wisdom of that course has been fully 
proven now that the company has published 
the results of the six months ended April 
30, 1926. For that period earnings on com- 
mon stock amounted to $1.69 per share, 
which compares very favorably indeed with 
$1.68 for the corresponding period of a 

(Please turn to page 764) 
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By THE OBSERVER 


Hardly a week passes that there is 


Proper not revealed in the newspapers the 


Investors’ continuance of fraudulent practices 

Safeguard on investors on a scale indicating 

there is little progress being made 

towards checking this evil through punitive measures, or 

by the valiant efforts put forth by various organized 

agencies which are occupied in running down and ex- 
posing financial cheats. 


The fault for this situation lies neither with the one 
agency nor the other—both exercise all the vigilance 
that can be expected of them. The blame for the con- 
tinued prevalence of fraud rests with the public, which 
refuses to heed repeated warnings. It is sometimes 
said greed will blind itself from the truth, being 
enamored and obsessed with an uncontrollable desire 
for large gains. The speculative opportunities that have 
arisen in this country, since the war made it the wealth- 
iest among nations, has only increased this unnatural 
and frequently uncontrollable lust to get rich over night. 

This is rather an unusual admission for the writer 
of this editorial to make in view of the fact that he was 
one of the earliest enthusiasts engaged in the ceaseless 
war on fraud, beginning his work in 1902. He was 
also the first vice-president of the Vigilance Committee 
that now functions over the country as Better Business 
Bureaus. Yet, each year he reads of estimates of losses 
sustained by investors in financial frauds which, in 
financial parlance, indicate steady gains. 


If there is any practical remedy for this economic 
disease it must be in the nature of educating investors, 
as THE FINANCIAL WokrLD is attempting to do. Over 
a period of years as excellent profits can be made out of 
legitimate investments, with far more certainty and 
security than out of the unbacked promises of irrespon- 
sible promoters. 


A prudent dividend policy is always 

Storey’s a commendable one for directors to 

Dividend pursue. Against it no one but an 

Policy _—avid speculator will protest for it is 

a sound business principle to build 

up a cash surplus with which to bridge over lean 

periods, thereby assuring, so far as human judgment 

can foresee, the continuance of dividends to stock- 

holders. Yet, conservatism can lean too far backward, 

just as well as lack of caution may result in rash 
decisions affecting the welfare of corporations. 


In the business of operating railroads, the established 
rule used to be to put aside a dollar out of net earnings 
to the surplus account, from which stockholders re- 
ceived their dividends, for every dollar available for 
improvements, when it could be done. Viewing Atchi- 
son’s position through this practice, and then weighing 


it with certain facts its strong financial position reveals, 
the question properly arises whether the directors of the 
company are not taking an ultra conservative position. 


Atchison is earning more than twice its present divi- 
dend and has done so for a sequence of years: hence 
it cannot be said its prosperity is recent. Based on 
tangible assets the stock is conservatively estimated as 
worth over $200 a share. To plow back the surplus 
earnings into undividable equities is of no benefit to the 
stockholders, who assume all the risks invariably asso- 
ciated with the position of unsecured security holders, 


President Storey may believe he is acting for the 
best interest of stockholders, but he will find it difficult 
te convince the majority among them of the soundness 
of his position when their company’s financial position 
and earning power produces such convincing evidence 
that a more liberal dividend policy could be safely 
undertaken. 


A man can eat just so much. His 

What expenditure for clothes has its limi- 

Becomes of tations. There are human boun- 

Our Wealth? daries that act as a natural curb 

on excesses in which the average 

human being desires to indulge. The profligate may 

be the exception, but he is so much in the minority 

that it is greatly to the advantage of civilization he be 

tolerated, rather than place any intereference in the 
way of accumulation of wealth. 


At least America has proven this to be the safe 
rule, for in the handling of her wealth she has dis- 
proven the biblical incident of Dives and his crumb 
for Lazarus. Our wealthy men have in most instances 
employed their surplus accumulations to a large extent 
to help their less fortunate brethren to better their 
own circumstances, and in many cases they did not 
wait until they passed beyond the sphere of worldly 
activities, but preferred while living to wisely direct 
their own philanthropies. 


The monuments of their intelligent generosities are 
to be found in every community. They assume the 
shape of elaborate temples of learning, colleges with 
millions in endowments, hospitals, foundations for 
scientific research, funds available for medical dis- 
coveries, which will cut down diseases and prolong life, 
and in many other forms that perform more than 
just mere charity: they act as an incentive for the 
coming generations to attain more quickly the goals 
that their forefathers had to struggle hard to reach. 

When it has become a national habit to so usefully 
employ surplus wealth for the benefit of the people, 
instead of quarreling with it and attempting to place 
barriers in its way, it should be encouraged in every 


possible manner. 


et ais 











Bond Transfers 
(Concluded from page 752) 














to high coupon bonds, either of short term 
or selling near their call price, because of 
the relatively attractive current yield. And 
in some cases the yield to maturity on such 
bonds is better than can be obtained from 
issues of longer term and equal grade. 
This fact is not sufficient justification for a 
policy of retention under such circum- 
stances. Because of the downward trend 
in interest rates and the consequent up- 
ward trend in prices it should be re- 
membered that when the present holdings 
mature, or are called, it will hardly be 
possible to reinvest the funds on so favor- 
able a basis as can be arranged today. 
For this reason it is just as important 
to eliminate bonds that are in danger of 
being called as it is to get rid of short 
terms. In making exchanges for this pur- 
pose it is almost always necessary to ac- 
cept a cut in yield but by careful examina- 
tion of the field this sacrifice can be min- 
imized, as in the following cases. The 
recommended bonds are either not redeem- 
able or safe from call. 
From 
Pacific Gas & Elec. Ist & ref. 
54s, 1952 . 
To 
Indianapolis Gas Co. Ist cons. 
TRIN © sassicertcssnncsinacinins acamieidiain 9914 5.05 
From 
Kansas Gas & Elec. Ist 6s, 
To 
Kansas Electric Pr. Ist 6s, 


1952..105%%4 5.61 


1937..103%4 5.71 








From 
Chicago Union Station Ist 5s, 
1963 10414 4.73 
To 
Chicago Union Station Ist 4%s, 
1963 97% 4.65 








Our June Bond 
Circular will be sent 
to investors upon 


request. 


Ask for Circular $-11 


Harris, Forbes & Co 


Pine St., Cor. William 
NEW YORK 


Uptown Office: 
475 Fifth Avenue 




















From 
Public Service Gas & Elec. Ist 
& ref. 5%s, 1964 
To 
Penn-Ohio Power. & Light Ist & 





ae eh ee 101 5.43 
From 
Northern Indiana Gas & Elec. 
Ist 6s, 1952 10434 5.64 
To 
Manitoba Power Ist 5%s, 1951..97 5.71 


Among the medium-grade foreign and 
industrial bonds which are more or less 
volatile it is often possible to find two 
similar issues that can be played back and 
forth against each other in such a way 
as to produce rather gratifying profits. 
For instance the various 7 per cent issues 
of the French railroads are all on about 
an even level as far as actual: investment 
value is concerned, yet they fluctuate 
rapidly without any semblance of unison. 
Sometimes there is a spread of from two 
to three points in favor of one, while 
a few weeks later the position will be re- 
versed. Just at present the Est. 7s are 
in the best position but the situation is 
subject to change without notice. 

A similar case is that of the Sinclair 
Consolidated Oil Co. 7s of 1937 and 6%s 
of 1938, normally the 7s should sell about 
3 or 3% points above the 6%s. When the 
spread is greater it is policy to purchase 
the 6's and vice versa. 

The ability to adopt a wise trading policy 
can be used to great advantage whenever 
the market embarks upon a pronounced 
trend in either direction. It will enhance 
profits in an upward movement and will. 
prevent or minimize losses during a decline. 
It is our purpose to present in these pages 
from time to time typical exchanges that 
can be used as models to the end of en- 
abling our subscribers to derive the great- 
est possible benefit from the expected ad- 
vance. 








The Motor Stocks 


Guenther’s Ratings 








Continental Motors— 
Rating “C” 

The report of Continental Motors cover- 
ing the six months ended April 30, 1926 
showed 57c per share earned, a decline 
in net from 79c per share in the same 
period last year. To what extent this is 
due to costs of developing a new type of 
engine and to what extent it is due to a 
smaller volume of business from smaller 
motor companies this company serves, is 
not knewn. 


General Motors— 
Rating “A” 

It is unofficially reported that earning 
of General Motors amounted to $13 a 
share in the first five months of this year. 
The company had $162,000,000 in cash and 
treasury certificates on hand at the end 
of May. Inventories have come down 


from $121,000,000 in February to $108,- 
000,000. Unquestionably large gains in 
Chevrolet sales has been an important 








contributing factor 
earnings, 


in General 


Motors 


Hudson— 
Rating “B” 

Hudson has thrown another bomb shell 
in the motor industry by announcing fyr. 
ther price cuts. The Essex six cylinder 
coach is down to $735, and is selling at 
a price level to compete with the enclosed 
four cylinder cars of Ford and Chevrolet, 


Pierce-Arrow— 
Rating “C” 

For the first time since 1921 Pierce 
Arrow has been able to declare a divi. 
dend on its 8 per cent cumulative pre. 
ferred stock, back dividends on which 
amount to $40 a share. Quarterly diyj- 
dends of $2 a share is payable July 1 to 
stock of record June 18th. The com. 
pany now is in sound financial condition, 


Studebaker— 
Rating “B” 

President of Studebaker states that 
profits for the second quarter of 1926 will 
be better than for the first three months 
when $2.08 was earned for the common 
stock. It is his judgment that business is 
on the upgrade and that the motor trade 
for the last half of 1926 will be larger 
than the same period in 1925. Studebaker 


earned $3.40 a share in the second quarter 
of 1925. 


Willys Overland— 
Rating “C” 

Willys Overland has been quite strong 
and active marketwise in anticipation of 
good earning report for the second quarter 
of 1926. The company has gone into large 
production of Knight six cylinder cars, 


-and the Willys Overland six cylinder cars. 


It will shortly bring out a light four 
model after the lines of small cars which 
have been quite popular in Europe. Mean- 
while Willys Overland’s absence from the 
lower priced four cylinder car field is help- 
ing out Chevrolet sales. 





An Attractive Bond 

‘| oe who desire a high factor of 

safety and a yield of 5% per cent 
in a bond maturing from six to nine 
years will find it in the J. C. Penney 
Building and. Realty Corp first 5%4’s. The 
annual interest charges are but $189,000 
and earnings applicable to interest pay- 
ments are $8,400,000. The issue is being 
reduced by serial annual payments. The 


‘bonds are secured by a first mortgage on 


the building occupied by the J. C. Penney 
Co. operating the largest chain of retail 
department stores in the world. The 
Penney Company has leased the building 
on a basis to guarantee interest and serial 
maturity payments and thus has in fact 
placed its earning power behind the issue. 
This company has a remarkable record 
and has expanded its gross sales from 
around $5,000,000 in 1915 to more than 
$91,062,616 yearly. These 5%4 per cent 
bonds are priced to give a yield of 5% 
per cent to maturity. 
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HE news 

that Man- 

ati Sugar 
passed its pre- 
ferred dividend 
caused little sur- 
prise though the 
hope © lingered 
that the directors 
might take a 
chance on con- 
tinuing it expect- 
ing the present 
depression in the 





sugar trade to 
terminate soon. 
But, these trustees thought prudence the 
more conservative course to follow. 


Manati has always been a well conducted 
company and it is not anticipated its pre- 
ferred stock will remain long in the list 
of non-dividend producers. Cuban sugar 
has passed through a disastrous period 
because of over-production, but this is a 
situation that is curing itself and the heal- 
ing process is being accelerated by the 
decision of the planters, under the en- 
couragement of the Government to curtail 
the next season’s crop. I look to see Man- 
ati among the first of the Cuban sugar 
companies to respond to the corrective in- 
fluences that are now at work to bring 
back normal profits, instead of losses, It 
is not expected in this instance that the 
preferred stockholders will have to wait 
much over a year to again receive their 
quarterly preferred dividends. 


x * * 


NE of the oldest members, and most 

respected ones, of the old Consoli- 
dated Stock Exchange has decided to re- 
tire from business because he feels keen- 
ly the fate that overtook the institution, 
when under an incapable management it 
allowed itself to drift into a position where 
the Attorney General was compelled to in- 
terfere with its methods of trading for the 
public’s protection. J. Frank Howell, this 
member, was the type of a stockbroker 
who embodied in his personality the high- 
est degree of integrity. He fought long 
and hard to win the Consolidated over to 
his high ideals, but the battle was useless, 
for the reactionaries in the organization 
were in the saddle and unmindful of what 
methods were employed so long as they 
could be made profitable. At last Howell 
could not stand it any longer and. discon- 
tinued making known his exchange affilia- 
tions. Now he retires from business with 
the respect of his clients, friends and 
neighbors and with considerable of a fort- 
une earned from clean dealings. 
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HERE is talk again going the rounds 

that the Mexican Government will re- 
sume partially the payment of interest on 
its external indebtedness. The country is 
prosperous enough to do this and pos- 
sesses such potential wealth that its abil- 
ity to finance, principal and interest, its 
entire defaulted external debt is unques- 
tioned, but the rub is, that Mexico has 
allowed her international credit to fall so 
low, through revolutions and domestic 
political maneuvering, it must be restored 
again before such action could success- 
fully be taken. Should interest be re- 
sumed as is generally expected on July 
first, and kept up for several years, the 
confidence of the holders of the Mexican 
government bonds would be quickly re- 
stored and upon this rebuilt confidence 
plans for refunding external obligations 
would face better prospects of acceptance. 
In every way, Mexico has it in her to 
stage a rapid comeback, and see again the 
time when her bonds were regarded as 
prime investment among government secur- 
ities, 

 *.% 


1. the Schulte people succeed in ac- 
quiring control of the American Drug- 
gist Syndicate for which report per- 
sists they are angling this affiliation will 
add an important link to the varying chain 
of enterprises the Schultes are forging. 
Not only is Schulte in the retail tobacco 
business, but also controls Vivadou, 
with its line of well advertised cosmetics, 
Park & Tilford, operating a high class 
chain of retail groceries in the Metropol- 
itan district and deals in real estate. 
Through the American Druggists’ Syn- 
dicate Schulte’s could more successfully 
appeal to its thousands of druggist stock- 
holders for an additional outlet for their 
products. In the fold of the “Schulte 
family American Druggist would have 
a better opportunity for success than 
it ever has had. It has been somewhat of 
a Stock Exchange cripple because it 
lacked the financial backing and grooming 
which could win public favor to its securi- 
ties. 
* * * 


ANUFACTURERS of motor trans- 

port buses express little fear that 
the agitation for placing them under the 
same state control which is now exercised 
over the street railways will operate 
against the growth of their business, even, 
though the movement to tax such vehicles 
for the maintenance of roads appears to 
gain headway. It is their contention that 
the street railways eventually will aug- 
ment their service with motor buses as a 
cheaper means of conducting their busi- 
ness. For this reason they will benefit 
whichever way the cat jumps. Their view- 
point is not without logic provided the 
twin evil of mator traffic is solved: this is 
congestion of vehicles on the roads, which 
instead of decreasing is increasing. Such 
problems have been successfully worked 
out in the past. We have the habit of 
finding the proper remedy. The outstand- 
ing feature in motor transportation is it 











Facts and Opinions 
Condensed 


Ten minutes a week, if you read 
The Bache Review, will keep you 
informed on the main subjects, 
important to your own business, 
which affect: the commercial and 
financial situation. 


Readers of the Review are invited 
to avail themselves of our facili- 
ties for infermation and advice 
on stocks and bonds, and their 
inquiries will receive our careful 
attention, without obligation to 
the correspondent. In writing, 
please mention The Bache 
Review. 
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has become a modern necessity and when 
this situation prevails it cannot be elimi- 
nated. This is why manufacturers of 
motor transport vehicles are so cocksure of 
their ground. 


* * * 


HE improvements introduced in the 
June issues of our Monthly Appraisals, 
while they have delayed their appearance, 
will fully compensate our subscribers for 
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the short time they have had to wait. The 
addition of dividend payment dates to the 
collated facts and the added column where- 
in comparisons can be made between pres- 
ent earnings and those for the previous 
corresponding period are bound to in- 
crease the value of the Appraisals to our 
subscribers not only as a guide but as a 
compact reflection of the trend of securi- 
ties, their prospects, and the course of 
earnings. 





ferred stock were clearly pointed out at the 
time. The stock was then around $40 a 
share. It declined to $30 and the recession 
was not halted until the stock touched $20, 
If the stock was well considered around 
$40 in view of the fact that the financial 
structure of the company was sound, it 
certainly, in the opinion of THe Finay- 
CIAL WORLD, was even a more attractive 
bargain around $20 a share, and this sub- 
sequent events confirmed. 





A buyer of American Agricutural pre- 
ferred, who had the courage to average 
his holdings at every ten-point decline, was 
richly rewarded by the advance that fol- 
lowed. By buying 100 shares at every 
ten-point recession three hundred shares 
could have been acquired at an average 
price of $30 a share, and by selling the 
stock at $90, to which it rose subsequently, 
the profit earned would have amounted to 
more than $18,000 instead of only $5,000 
if confined to 100 shares, the original pur- 
chase. 


In 1925 Chicago & Northwestern pro- 
vided another unusual opportunity when, 
under the influence of the bearish sentiment 
then prevailing toward the security market, 
it broke to $47 a share. Subsequently, it 
rose to $83 a share and those investors 
who had the courage were rewarded with 
profits commensurate with such faith. 


Cover the Point 


Numerous other instances could be cited 
but, as they say in law, in the trial of a 
case, any additional evidence of similar 
nature would be cumulative and hence un- 
necessary—those already furnished fully 
covering the point. 


However, on one point I wish to elabo- 
rate and that is the value of thoroughly 
analyzing what on the surface seems an un- 
favorable turn, before permitting it to 
force an action that later on might cause 
keen regret—haste always results in more 
or less waste, and when the rule is applied 
to investments, losses. A little closer study 
could have avoided them, for it might have 
revealed an unappreciated opportunity. We 
must always bear in mind that bargains 
are not developed by good times—they are 
the results of reactionary tendencies. It 
is in such periods that the shrewd investor 
finds his unusual opportunities and takes 
advantage of them by a firm decision to 
average a line of sound stocks—then wait- 
ing for the time when the pendulum swings 
upward. 


Within the last two years THE FINAN- 
cIAL Worip has pointed out what ad- 
vantage there was to investors in averaging 
in the railroad stocks, and it now appears 
that similar favorable opportunities will 
present themselves in other basic industries 
which still are some backward. 
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Optimism Gaining Ground 

N the opinion of no less important bank- 
I er than Arthur Reynolds, president of 
the Continental and Commercial National 
of Chicago, business for the first half of 
1926 will turn out as good as it was in 
1925 and that the remainder of the year 
will come up to general expectation in 
reference to its volume. This banker’s 
opinion coincides with commercial statistics 
so far published. Car loadings, which, as 
THE FINANCIAL Worp has repeatedly 
pointed out are among the most reliable 
indicia of trade, have not confirmed the 
pessimism prevailing in the financial dis- 
trict of a business recession of import- 
ance, a feeling that largely has been mental 
and superinduced by unsatisfactory spring 
weather. The backwardness of spring 
naturally has affected certain lines, es- 
pecially the apparel trade—but other lines 
have fairly maintained their normal gross 
output. Opinion in the financial district is 
largely temperamental at times, blows hot 
and cold, according to the position assumed 
by the stock market. It is now becoming 
evident, as THE FINANCIAL Wortp has 
pointed out, that the recent sharp decline 
in securities resulted from a localized con- 
dition, overspeculation, and values beyond 
a level unjustified even by the normal busi- 
ness prospects. 
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Is He An Econommunist? 

LBERT DE ROODE, a New York 

attorney, who thinks stockholders are 
incapable of taking a proper interest in the 
affairs of their corporation, and for this 
reason believes “non-voting stock” is a 
good thing for their protection, calls Pro- 
fessor W. Z. Ripley of Harvard an econ- 
ommunist. Since this is a new word in 
financial terms and phrases, the coiner of 
it is thoughtful enough to explain its mean- 
ing: It implies that the professor com- 
bines with his economics communism, As 
the word communism is understood it 
means mob rule without any financial re- 
sponsibility. 

This viewpoint will not be received, even 
in intelligent financial circles, as sound. 
Any person who has invested his capital in 
the securities of a corporation can hardly 
be described as a rabid socialist. Should 
he apply for admission in the circles of 
the Reds his application would be spurned. 
He would be regarded as a spy snooping 
around, a hated capitalist. 
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Mr. de Roode, in defending non-voting 
stocks, contends stock market corners can 
be avoided, capital for corporations can be 
secured on cheaper terms, stock fluctuations 
would represent more truly economic con- 
ditions than speculative ones, employees 
and managements would be better able to 
obtain control and could be placed under 
graver responsibility for the success of 
the business, 


All these contentions are _ theoretical. 
They are as sound as the theory that if 
the Government was turned over to a few 
men, without the check of displacement, if 
their rule is unsatisfactory, the nation 
would be better off. Place such an idea 
before the electorate and see how it would 
be snowed under. It is visionary and un- 
sound. The majority of stockholders have 
no inclination to interfere with good man- 
agement, which is illustrated by the contin- 
uation of the same officials as heads of 
corporations year after year. But what 
they will insist upon is the voting right 
as a protection when it is apparent that a 
management is inefficient. 
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“Old Oak” Pullman 


HE steady advance in the price of 

Pullman, which has touched a high 
mark this week of $176 a share, again has 
aroused discussion of a possible segrega- 
tion of the car-building business from the 
sleeping car end. Whether such action will 
be taken in the near future cannot be fore- 
cast, but that this will be done eventually is 
in the cards and reflected in the stock. 
Pullman has paid substantial dividends for 
nearly a half century. In an analysis 
which appeared in THE FINANCIAL WorLD 
on September 2, 1922, when the stock was 
selling around $130 a share, this possi- 
bility of a separation between the two 
businesses, that of building and operating 
sleeping cars, was a development the stock- 
holders could reasonably look forward to. 
The stock pays an 8 per cent dividend. At 
its present price of $176 it nets barely four 
per cent, an income much less than a 
standard bond produces. This return would 
not be attractive if something more was 
not forthcoming to justify the prevailing 
quotation. The time is drawing closer for 
a reallocation of the company’s business, 
for which the ground work was laid sev- 
eral years ago when the car-building end 
was turned into a separate corporation. 
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1926 Analysis 





First National 
Stores Inc. 


The 1926 Edition of our 
Analysis of First National 
Stores Inc. is now ready for 
distribution. 


Copies will be sent to in- 
vestors upon request for Cir- 
cular H-255. 
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NEW SITUATION 


Changed market conditions may have 
made advisable a readjustment of 
your holdings. 


Our Statistical Dept. is freely at 
your service for information and 
advice. 


Ask for Booklet K-3 


(HiSHOLM & (HAPMAN 


Members New York Stock Exchange 


52 Broadway, New York 
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ANOTHER BIG 
BULL MARKET? 
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Since the end of March the stock 
market has failed to make progress 
on the downside. Instead, stocks 
have had a considerable rally. Will 
the decline prove to have been only 
a minor interruption in a great bull 
swing and are we likely to run intc 
another big bull market? 


The current situation is an- 
alyzed in three bulletins by 
McNeel’s Financial Service 
which are available free. 
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VICKSBURG, SHREVEPORT & PaciFic Ry. 
(illinois Central System) 


5% GUARANTEED 
COMMON STOCK 


An investment in the Common Stock 
of Vicksburg, Shreveport & Pacific 
Ry. Co. receives regular dividends at 
the rate of 5% per annum and has 
behind it not only the earning power 
of an important portion of the stra- 
teg.caliy valuable “Vicksburg Route” 
—now an integral part of the Illinois 
Central System—but also the guar- 
anty of the Illinois Central R. R. Co. 
that the dividends will be regularly 
paid. 

We own and offer, subject to prior 
sale, a limited amount of this guar- 
anted stock at the market 


To yield about 5.10% 
Write for Circular No. 1714 


Spencer Trask & Co. 


25 Broad Street, New York 
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1. The market outlook for 
the Rails. 


2. Our selection of 20 stocks 
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sure. 


4. The trend of stocks for 
the immediate future. 
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Kelly vs. Fisk 
(Concluded from page 758) 








year ago. It must be remembered that the 
latter earnings were made during a rising 
market, whereas those for the latest six 
months are the results of operations con- 
ducted during a period of drastic decline in 
the price of the principal raw material, 
crude rubber. The president of Fisk esti- 
mates net for the fiscal year ending Octo- 
ber 31, 1926, will equal that of last year 
or more than $5 per share of common. 
For the readustment year of 1921, fol- 
lowing the critical period of 1920, Fisk 
was able to show profits of 85 cents per 
share of common stock as against a deficit 
of $3.19 per share for Kelly-Springfield 
forthe same year. Since its incorporation 
Fisk has never failed to show a net profit. 


The Fisk Rubber Company is one of the 
five largest manufacturers in the United 
States of pneumatic and solid tires for 
passenger autos, busses and trucks. The 
company manufactures a_ considerable 
quantity of the fabric used in its products. 
Its tire plants have a combined capacity 
of 30,000 casings and 50,000 tubes daily. 
Sales of almost $75,000,000 for the fiscal 
year ended October 31, 1925, were nearly 
50 per cent higher than for the same pe- 
riod a year previous. 


Dividend arrearage on the company’s 
first preferred stocks was cleared up at the 
beginning of this year, but there remains 
about 3314 per cent back dividends to be 
liquidated on the second preferred issue. 
This amounts to but $331,137. The latest 
available balance sheet revealed net work- 
ing capital of $37,635,913, which indicates 
that a payment of these accumulations in 
one lump sum would not effect the com- 
pany’s current position. The second pre- 
ferred is convertible into common at the 
rate of four shares of the latter for one 
of the former and it may be that this 
senior issue will be eliminated by con- 
version. 


None of Fisk’s issues of stock can be 
considered as being entitled to a strictly 
investment rating, but they do appear to be 
on a much more stabilized basis than Kelly- 
Springfield’s shares. The status of the 
Ist preferred stock was discussed in the 
May 22 issue. In view of the situations 
presented by the two companies Fisk com- 
mon at $17 per share appears to be a much 
sounder speculative purchase than Kelly- 
Springfield at $14 per share. 
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Ford May Have New Rival 


yy the optimism prevailing in the plant 

of Willy’s Overland over the new mid- 
get motor car model the company plans to 
bring out to sell for $400 goes across it is 


expected to be a ten strike. The new car, 
if it is a success, may prove a worthy com- 
petitor in the field of low-priced cars, in 
which Ford has so far dominated. Willy’s 
has the reputation in the automobile trade 
of doing spectacular things. He has been 


called the super-salesman, a reputation he 
has confirmed by his remarkable come. 
back. If he puts the new model over the 
prospects for the resumption of common 
dividends may be realized before the year 
is over. Until the demand is created for 
the car it must be expected that the syr. 
plus earnings will be employed in pro. 
viding a market for it. In the trade the 
appearance of the new car is eagerly 
watched for, while out in Detroit, where 
Ford has the backing of a half billion of 
dollars he has earned out of his car, heads 
will be placed together on plans to meet 
the new competition. 


————__)-__ -—_ 


Urges Quarterly Statements 


N line with the position assumed by the 

Association of American Investors that 
corporations issue quarterly reports the 
New York Stock Exchange backs up again 
the effort it made last March through its 
President, E. H. Simmons, to induce as 
many corporations whose securities it has 
on its stock roster to make their incomes 
and financial conditions known more fre. 
quently to the public. The Chicago Stock 
Exchange has also taken the initiative in 
this direction. This movement is gaining 
momentum and the progress it is making 
is most encouraging. 

In his letter to corporations Mr. Sim- 
mons plainly notes excellent reasons why 
his requests should be complied with. The 
most of them cover the ground reviewed 
several times in this department, but, as 
they lose none of their force through repe- 
tition they are again quoted here :— 

The New York Stock Exchange, recog- 
nizing and sympathizing with a growing 
public demand for greater and more fre- 
quent publicity in regard to affairs of corpo- 
rations listed on its board, has for several 
years past exerted its influence to secure 
wherever possible the publication of quar- 
terly earning statements. The efforts of the 
Exchange in this direction have met with 
a ready response in many quarters and a 
gratifying number of corporations have 
entered into an agreement with us to pub- 
lish regular quarterly statements. Your 
Corporation is among those which is under 
no agreement with the Exchange to pub- 
lish such statements, and we are taking 
the liberty of approaching you to seek your 
co-operation in this matter. We are im- 
pressed with the insistency and the char- 
acter of the public interest in this question, 
and we realize that you would be rendering 
a real service to the business world at large 
by placing yourself along side of the ever 
increasing number of corporations, which 
have decided to make information in re- 
gard to their affairs more frequently avail- 
able to their shareholders, 

This is a powerful appeal from a power- 
ful organization which can but bring a 
favorable response though there may still 
be certain corporations that will continue 
to regard their business of such a nature 
they cannot comply with the request. Yet, 
Rome was not built in a day. Continuous 
pressure, in public interest, will eventually 


bring the reluctant ones into the fold. 
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Appreciates Service 


I take pleasure in informing you that 
my appreciation of your publication has 
led to my personally recommending it to 
a number of other people within the last 
several months, two or three of whom at 
least have subscribed. 

Ws. R. LANGFIELD. 
“Tell your friends they need it.” 


The Financial World 
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“By numerous citations submitted in this 








proceeding, and disregarded by the Ex- 
aminer, the law of the case is abundantly 
shown. The principles are well settled 
and there is no conflict of pertinent author- 
ity. These railroads are a group of car- 
riers ‘under common control and manage- 
ment and are operated as a single system.’ 
Their operations are conducted, like the 
operations of a single system are con- 
ducted, by common owners, executives, 
operating officers and other common em- 
ployees. By the test of ordinary usage, 
by the application of ‘common sense,’ under 
simple rules of etymology and grammati- 
cal analysis, by resort to lexicography, and, 
of controlling importance, by reference to 
judicial interpretation and construction, the 
identical meaning is attained. 


Regulating the Rails 
(Concluded from page 751) 
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correct because it represents or does not 
represent the estimated probable or im- 
probable, necessary or unnnecessary, rea- 
sonable or unreasonable, ‘investment re- 
maining in’ the property being valued. 


“The method of valuation adopted not 
only gives no consideration to the replace- 
ment cost of the properties of respondents 
in any one of the proposed recapture years, 
but does not even ascertain such replace- 
ment costs, although admitting that such 
costs were higher than those prevailing in 
the year 1914, which latter costs are never- 
theless applied to the inventories of the 
properties, other than land, in each of the 
recapture years. 


“Inasmuch as the carriers are under 
common control and management and are 
operated as a single system, net railway 
operating income must be computed for the 
system as a whole. For the purpose of 
such computation it is quite apparent that 
the fair values as of the time of inquiry 
must be established. In the determination 
of such values the Commission must recog- 
nize all of the law of the land for rate- 
making purposes and give due recognition 
to all the law of the land relating to con- 
stitutional guarantees and limitations, It 
is too apparent to require argument that 
1914 values are not 1923 values, and that 
a limitation of net returns in 1923 to the 
amount that would accrue under a fair 
percentage upon 1914 value would be 
contrary to the unanimous determination 
of judicial authority.” 


“The proposed report, in its failure to 
ascertain and ‘determine the value of the 
properties as of the recapture years, in its 
adoption of the probable remaining invest- 
ment in the properties in preference to their 
value as of the time of the inquiry, and its 
refusal to ascertain and apply prices for 
labor, materials and money prevailing at 
the times of the inquiry in the ascertain- 
ment of the value of the properties as of 
those times, is so squarely and directly in 
conflict with the repeated decisions of the 
courts, and particularly those of the Su- 
preme Court of the United States, that the 
mere statement of its conclusions and hold- 
ings is sufficient to cause its rejection. 
“It would be difficult to draw any distinc- Me csaisaing ee eng mate 
tion between what the report purports to which the Commission will attend in full. 
ascertain and calls ‘the probable, necessary, It is inconceivable to believe that any 
reasonable investment’ in the property, and other final result can flow therefrom ex- 


‘ 
what has elsewhere been called the ‘prud- cept that Supreme Court decisions of the 


-” investment’ in the property, and it’ is recent past will be affirmed and that the 
a fair comment on the proposed report to railroads must be accorded a valuation 


say that x adopts and undertakes to apply pased Jargely on present-day price levels. 
the minority opinion in Southwestern Bell This can only mean a substantial upward 
Telephone Co. vs. Public Service Commis- ceidliliae tt, Gis Maaniatinin witeation® af ten 


sion, reported in 262 U. S., 276, and Te- Interstate Commerce Commission, a higher 
vad and declines to follow the majority ate level and larger earnings to the stock- 
opinion of the court in that case. holders. In concluding it may be well to 
point out that while most public utilities 
according to court decisions are permitted 
to earn 8 per cent on present-day value 
the railroads are permitted but 6 per cent 
on value based to a large extent on prices 
50 per cent less than those now obtaining. 
Only a few weeks ago the Utility Com- 
mission of New York granted the New 
York Telephone Company an _ increase 
which would permit a 7 per cent return 
on present-day value and the company is 
appealing to get 8 per cent. : 


“The proposed report equally ignores and 
declines to follow the Supreme Court in 
Bluefield Waterworks Co. vs. Public Serv- 
ice Commission, 262 U. S., 679. The court 
here directly rejects a figure of value ar- 
rived at ‘on the basis of actual cost less de- 
preciation plus 10 per cent for going value 
and $10,000 for “working capital,’ saying 
that such valuation cannot be sustained be- 
cause the court below “failed to give 
Proper consideration to the higher cost of 
construction in 1920 over that of 1915 and 
before the war, and failed to give weight 
to cost of reproduction less depreciation on 
the basis of 1920 prices.” These cases are 
late expressions of the Supreme Court. 
They are in accord with what the Su- 
preme Court has always held. 


“Repeated decisions might be cited of 
the rejection by the Supreme Court of the 
method of valuation adopted in the pro- 
Posed report. 
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Wonderful Guide . 


I am very thankful for the past advice 
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Douglas Fairbanks 
Mary Pickford 
Rudolph Valentino 
Norma Talmadge 
John Barrymore 
Gloria Swanson 
Buster Keaton 
Charles Chaplin 


are featured in “United 
Artists’’ productions, 
many of which will be 
exhibited first in the 
theatres of 


United Artists 
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whose 7% Convertible 
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offering at $100 a share. 
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slightly over 5 per cent per annum. The 
Steel directors may conclude that the com- 
pany’s earning power is now sufficiently 
stabilized so that 7 per cent could be paid 
on an increased stock capital. Thus the 
stockholders would be rewarded with a con- 
tinuing larger return through a $7 dividend 
or more stock in place of a large extra 
cash payment now and the surplus cash of 
the corporation would still be available for 
the expansion of the business. 


White Eagle— 
Rating “B” 

After a rather disappointing showing in 
the first quarter the President of White 
Eagle Oil estimates earnings for the sec- 
ond quarter at more than double net in- 
come of $17,000 reported for the first 
quarter. These earnings however were 
before depreciation, depletion and federal 
taxes. 


Youngstown— 
Rating “A” 

Despite the fact that May shipments of 
Youngstown Sheet & Tube were slightly 
under those of April at slightly lower 
prices, it is estimated that second quar- 
ter earnings will nearly equal those of the 
first quarter when $3.60 a share was 
earned on the comon stock. 





Railroads 





Delaware & Hudson— 
Rating “A” 

Delaware & Hudson stock has been 
rather quiet marketwise when many other 
rail stocks were advancing. April showed 
a further sharp upturn in net and it is 
highly probable that net for 1926 will 
prove extremely satisfactory. The road 
was able to show $11.54 a share earned 
in 1925 despite the four months Anthra- 
cite strike intervening. At some future 
time its valuable coal holdings will be 
distributed to stockholders. 


Kansas City Southern— 
Rating “B” 

Kansas City Southern promises to have 
an extremely prosperous year and earn- 
ings thus far are running at a rate of $6 
a share yearly on the common. It is 
possible that by fall Loree’s plan for. a 
southwestern merger will mature, and the 
heavy movement of wheat to gulf ports 
may further augment earnings. The 
stock appears to occupy a favorable specu- 
lative position under existing conditions 


Pacific— 
Rating “C” 
Pacific May gross earnings 
exceed all records for that 
despite relatively large expen- 
maintenance, transportation 


Missouri 


Missouri 
promise to 
month and 
ditures for 








ratio has been cut down so that a good 
gain in net is expected for the month of 
May. With property developed to a high 
physical standard and with maintenance 
expenditures made earlier this year than 
usual, it is probable that net results for 
the last six months of the current year 
will prove highly satisfactory, 



































N. Y. Central— 
Rating “A” 

New York Central has decided to lease 
Michigan Central and Big Four on the 
basis of guaranteeing $50 yearly in diyj. 
dends on Michigan Central stock and $10 
on Big Four. There are only about 1,00) 
shares of Michigan Central still in the 
hands of the public and about 40,000 shares 
of Big Four. Michigan Central is earning 
at the rate of about $100 per share and Big 
Four more than $20 a share. 
















































N. Y., N. H. & H— 
Rating “B” 

It is probable that May results of New 
Haven will prove to be the most profit. 
able for that month in its history and 
based on earnings for the first five months 
with May estimated, around $7 a share 
may be shown on New Haven common 
stock in 1926. It has been quite strong 
and active recently. 









Nickel Plate— 
Rating “A” 

It appears probable that the Van 
Sweringens will soon make another effo:t 
to bring about a consolidation of New 
York, Chicago & St. Louis, Chesapeake 
& Ohio, Hocking Valley, Pere Marquette 
and Erie. Combined earnings of these 
roads are showing a good gain over 1925. 
Unquestionably in view of changed con- 
ditions some changes will be made in the 
exchange ratios formerly proposed. It 
may also be necessary to segregate Anthra- 
cite holdings of the Erie. 













Northern Pacific— 
Rating “A” 

Northern Pacific which has been show- 
ing sharp gains in net thus far in 192 
according to President Donnelly will show 
a further gain in net earnings in May 
who goes on to say 1926 earnings wil 
exceed those of 1925. If the road re 
ceives an increase in freight rates there 
will be no question but that a very satis- 
factory gain in net will be realized. 












Reading— 






Rating “A” 

Philadelphia & Reading has leased Le 
high & New England Railroad which is 
an important bridge line for anthracite 
traffic. The lease has to be submitted to 
the Interstate Commerce Commission. 
This further improves the strategic p0s!- 
tion of Reading. Lehigh & New Eng- 
land is owned by Lehigh Coal & Naviga 
tion. The latter is in a position to cut 
rather large melon, and in addition to val- 
uable leases it has made to other railroads 
of its railroad properties, it still has its 
Anthracite Goal properties and holdings of 
Lehigh Power Securities Corporation. 
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(Continued from page 750) 
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may correctly measure money or its equiva- 
lent, and that is its power in exchange for 
other goods. 

Prices and Interest Rates 

Refer next to the effects of rising com- 
modity prices on interest rates. If a man 
loans $1,000 for 10 years at 4 per cent and 
commodity prices rise 2 per cent per an- 
num, he will receive his principal at the 
end of 10 years so reduced in exchange 
power that he has really only 2 per cent 
interest. The only defense is to advance 
interest rates enough to amortize the draw- 
back. Therefore, rising commodity prices 
must either be accompanied by rising in- 
terest rates or the owner of bonds and 
other fixed interest securities and the 
loaners of money must suffer. For that 
matter, the owner of a bond is nothing but 
a loaner of money. The owner of com- 
mon stocks or participating preferred 
stocks is a partner in the business—the 
bondholder is a creditor. 

Lest all this be considered too highly 
theoretical, it may be pointed out that the 
effects outlined were clearly visible to 
close observers for some years prior to 
the war. Take, as a shining example, 
what was then considered the premier in- 
vestment security of the world—British 
Government Bonds (Consols). These 
bonds are in the form of annuities, that is, 
they have no maturity. Yet for many years 
before a general European war was 
dreamed of, Consols sought lower and 
lower prices, and those who owned them 
suffered severe losses. Whether we at- 
tribute rising prices to the increasing gold 
supply or to some other influence, the fact 
remains that rising prices and rising in- 
terest rates furnish the only explanation 
for the steady decline in these sacrosanct 
annuities. 

The same thing was in evidence in this 
country. Bond prices were falling and in- 
terest rates were rising grudgingly to over- 
come the decreasing demand for bonds. 
The war intervened and other influences 
of a more immediate and powerful char- 
acter became dominant. Also, the great 
rise in commodity prices occasioned by 
warfare sharply reduced gold production, 
which supports the contention that high 
prices will render gold production un- 
profitable. 

How long it will be before increasing 
gold production will again become a de- 
cided factor in the security markets is con- 
jectural. It will probably be some years, 
but the progress of production should be 
closely watched, It is possible that im- 
Proved methods of producing gold will 
cheapen the cost and partially offset the 
high present level of prices. Or new gold 
fields may be discovered. It goes without 
saying that falling commodity prices will 
automatically stimulate the mining of gold. 

Violent Price Changes 

It is the purpose in these articles to dis- 

etiss principles rather than to refer to ab- 
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How much money is 
enough money for you? 


Many times we hear the phrase “When I get 
enough money I will do thus and so”. 
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normal price changes brought about by 
warfare or other disasters. Nevertheless, 
the violent changes in commodity prices due 
to war conditions furnish us with a highly 
magnified picture of what may be ex- 
pected to occur in a more gradual way 
under normal circumstances. 

The sudden and comprehensive rise in 
commodity prices and interest rates which 
accompanied and followed the ‘war de- 
pressed the prices of all high-grade fixed- 
income securities to the lowest level in his- 
tory. This applied also to the stocks of 
corporations having a limited return—the 
railroad and public utility companies. On 
the other hand, the stocks of producing 
and manufacturing corporations, which 
were free to raise selling prices, reached 


in the same period the highest average level 
ever established. This was inevitable. The 
railroad and utility corporations were com- 
pelled to pay more and more for labor 
and materials while increases in the selling 
prices of transportation, gas, electricity, 
power, and water were granted only after 
much damage had been done. Bond val- 
ues shrunk in inverse ratio to the rise in 
commodity prices and interest rates. Many 
industrial bonds and preferred stocks held 
up comparatively well or even advanced, 
but this was due to the improved status of 
these issues because of the enormous profits 
which were being reaped by the producing, 
manufacturing and distributing enterprises. 

In 1920 the commodity price level col- 
lapsed and a reverse movement promptly 
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set in in the security markets. Bonds and 
sound dividend paying preferred stocks be- 
gan to recover. So did the railroad and 
other public utility stocks. The railroad 
stocks did not gain in that year, but this 
was because of sympathetic market influ- 
ences and forced liquidation by those who 
held both railroad and industrial stocks. 
But the relative strength of the rails is 
striking. On January 1, 1920, the average 
price of active rails was 62.29 and of active 
industrials 92.17. At the close of the year 
the average of rails was 60.84 and of in- 
dustrials 66.09, a net loss of 1.45 average 
points for the rails, and 26.08 average 
points for the industrials. 


These rapid changes in security values 
were partially due to extraneous influences, 
but largely to the changes in commodity 
prices and interest rates. 


Future Price Changes 


The effects of commodity prices on se- 
curity values in normal times will be the 
same as illustrated above, but on a much 
reduced scale. The salient effects may be 
summarized as follows: 


1. Rising commodity prices depress the 
value of all securities having a fixed or 
limited rate of return. 


2. Rising commodity prices are bene- 
ficial to producing and manufacturing cor- 
porations which are free to advance sell- 
ing prices. 

3. Rising commodity prices will be ac- 
companied or followed by rising interest 
rates. 

Per contra— 


4. Falling commodity prices increase the 
value of bonds and other securities having 
a fixed or limited rate of return. 


5. Falling commodity prices reduce the 
profits of producing and manufacturing 
corporations, for a time at least. 


6. Falling commodity prices tend to 
bring about lower interest rates. 

A few qualifications and explanations 
are necessary here. 

The term “a limited rate of return” ap- 
plies to railroad and other utility corpora- 
tions which cannot advance selling prices 
at will. Theoretically, the railroads and 
most other utility corporations are now al- 
lowed to charge rates which will show a 
“fair return” on their property value and, 
in the strict letter of the law, rising costs 
should not injure them. But the national, 
municipal and state commissions which ad- 
just these rates are quasi-judicial bodies 
which must hear and examine the testi- 
mony and objections of all parties to a rate 
controversy, and it is usually a year or 
more before any relief is granted. This 
relief cannot be made retroactive. A rail- 
road company cannot collect additional pay 
for the service already rendered at a lower 
rate. In a period of rising commodity 
prices the only way out for railroad com- 
panies is to reduce their operating costs. 
That is a very difficult task in a period of 
rising prices, for the wages of labor will 
almost certainly rise when the cost of liv- 
ing rises. 

But the law of compensation applies 
here. When costs fall there is the same 
delay about reducing rates as there was 


about increasing thein. What is more im. 
portant, the Interstate Commerce Commis. 
sion cannot, under the statutory law erected 
for its guidance, reduce rates below 4 
level which will yield a fair return on 
property value. They are at liberty to 
réduce the rate of return allowed, but that 
is impossible, as the Commission has al. 
ready gone on record with the opinion that 
6 per cent is an orthodox figure for all 
utility companies, which should not be 
altered even when there are ording 

changes in the price of capital. In this 
decision they pointed out that the Present 
rate of 534 per cent is. allowed after taxes 
are paid, making it the approximat 
equivalent of the 6 per cent customarily al. 
lowed utility companies generally, as these 
corporations must pay their taxes out of 
the net allowance. 


In these circumstances, the railroad and 
other utility corporations are in a more 
enviable position than the industrial corpo. 
rations in a period of falling prices, The 
selling price of transportation, electricity, 
gas, etc., may be reduced as cost of pro- 
duction is reduced, but the rate of compen. 
sation, t.e., 6 per cent, stands firm, and sell- 
ing prices cannot legally be reduced to a 
point which will prevent a fair return on 
property value. The industrial corpora- 
tion, on the other hand, must cut its sell- 
ing price to a point which will meet compe- 
tition, a proposition from which the rail- 
road and utility corporations are com- 
paratively immune. 





As to the effects of falling commodity 
prices on the profits of most producing and 
manufacturing companies, it may be said 
that during such a period, or at least dur- 
ing the early stages of the period, the 
profit margin will shrink. The only way 
the loss can be overcome is by increased 
volume of business and the lowering of 
costs by means of improved methods. 
Even the lowering of costs is not very 
effective if the process extends to all those 
engaged in the trade, as selling prices will 
continue to fall under the influence of 
competition until the advantage is elim- 
inated. Competition is sure to be especially 
keen when plant capacity is large—another 
drawback which the railroad and _ utility 
companies escape. 

In a period of falling commodity prices 
manufacturers will be better off than the 
producers of raw materials, in that the 
manufacturer will be able to purchase his 
raw materials more cheaply and conse- 
quently overcome, in part, the drawback 
of lower prices. But the effects of com- 
petition will again prevent the complete 
sustaining of the profit margin. Corpora- 
tions which have large inventories at the 
beginning of a decline in prices are the 
most unfortunately placed, just as they 
are more fortunately placed at the begit- 
ning of a rise in prices. The war boom 
and the subsequent collapse again furnish 
us with magnified examples of _ these 
effects. 


It is not necessary to amplify the com- 
ments on bonds and other fixed-return 
securities. There is no debatable ground 
in this direction. The effects of rising of 
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falling commodity prices and interest rates 
are absolute. 
Effects on Wages 


There is a widespread belief that com- 
modity prices and wages rise and fall to- 
gether. There is nothing in statistical 
history to support this view. The natural 
trend of wages is upward just as certainly 
as the natural trend of commodity prices is 
downward. There is nothing sinister 
about this. It represents the gradual dis- 
tribution of the greatly increased and 
cheapened product of land and labor. The 
laborer of today has at least ten times as 
much of the necessities and luxuries of 
life as he had a century ago, which is much 
the same thing as saying that his wages 
are ten times as high. This refers pri- 
marily to real wages—the amount of goods 
received in exchange for services—but in 
normal times it refers also to nominal or 
dollar wages. 

Rising commodity prices strongly sup- 
port the demands of labor for higher 
wages. Falling commodity prices act to 
retard further advances in wages but do 
not have much power to decrease them. 
In a period of stable commodity prices 
wages will almost certainly trend upward. 
In 1870, aiter the effects of the Civil War 
had begun to wear off, the index of com- 
modity prices was 119 and of wages 137 
(1860-100). In 1890, twenty years 
later, the same price index was 93 and the 
wage index was 168. These calculations 
are all based upon gold and not on cur- 
rency. This divergent trend was modified 
later on by the upward swing of com- 
modity prices referred to heretofore, but, 
barring the intervention of artificial de- 
terrents, the spread is a normal and 
natural one. 


There have in the past been a few sharp 
reductions in wages, such as the reduc- 
tions which followed the violent collapse 
of commodity prices in 1920. There have 
also been occasional moderate reductions 
due to unemployment and a surplus supply 
of labor. These may be looked upon as 
fluctuations in the natural trend and they 
are always short-lived. 


Measuring the effects of high but stable 
wages on different enterprises and differ- 
ent classes of securities, it is again ap- 
parent that the railroad and other public 
utility corporations have the advantage in 
periods of falling commodity prices. Labor 
represents the principal item of cost in al- 
most all industries. The industrial corpo- 
rations must cut their selling prices, but 
they cannot cut that department of cost 
represented by labor, unless there is a 
period of business stagnation. The rail- 
road company does not want to cut 
wages. To do so would be merely to in- 
vite a reduction in freight rates and to 
Place them in a position to lose the better 
class of employees. They might even find 
It expedient to increase wages in order to 
forestall a reduction in freight rates. 


A Cardinal Error 


The theory that falling commodity prices 
Point to business depression appears to be 
firmly implanted in the popular mind. 
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liquidation. 


recommendations on what to do. 





Which Stocks Now a Buy? 
Which Not? 


See that heavy liquidation during February and March. All stocks went 
down, good and bad. And the American Securities Service advised—in ad- 
vance, when stocks were at the top—selling all stocks, also selling short. 


Next see how light the trading has been since April 1, indicating absence of 
Now—good stocks, though pushed down with bad stocks, will 
come back. But bad stocks will rally, only to sink to still lower levels. 


Are you getting out of bad stocks, on every rally? Are you pick- 
ing up good stocks, on every dip? 


Clients of the American Securities Service are receiving clear-cut, definite 
These recommendations should be profit- 
making this summer, the same as our advices were last winter to sell. 


Send for this sample market forecast, free. 


AMERICAN SECURITIES SERVICE 
837 Corn Ex. Bank Bldg., New York 





























Perhaps this is due to the proclivity of the 
casual observer to base his views—or 
rather, his impressions—on the rapid and 
turbulent periods which live in his memory. 
In fact, there is no reason at all for as- 
suming that a gradual decline in com- 
modity prices will curtail physical volume 
of business. Even if the profit margin of 
manufacturing and producing corporations 
is reduced it ‘does not necessarily follow 
that they are going to reduce production. 
It may and usually does mean just the re- 
verse. They will strive to increase the out- 
put in an effort to overcome the effects 
of a reduced profit per unit. When prices 
are cut under such circumstances, the pur- 
chasing power of the masses is increased. 
For example, suppose an automobile manu- 
facturer cuts the selling price of his cars 
$50. He voluntarily reduces his profit 
margin and expects to increase the output. 
That means that he must hire more men 
and that neither wages nor employment 
will decline. It also means that competi- 
tors must meet the cut, and, in the final 
analysis, it means that the power of the 
public to purchase cars is increased. This 
applies to all competitive lines. Only re- 
cently we have had many evidences, in the 
published reports of large industrial corpo- 
rations, of increased production and a re- 
duced profit margin. 


We should at once dismiss from our 
minds the theory that gradually falling 
commodity prices mean general business 
depression. The idea is born of confusion 
of thought and, if we entertain it, it will 
lead to false and costly conclusions. It 
may be contended that rising commodity 
prices always mean activity and prosperity. 
That is merely to get the cart before the 
horse. The rising prices are occasioned by 
abnormal demand ‘due to speculation and 
extravagance. Abnormal activity based on 
such premises is mot prosperity. It ‘s 
simply a delusive evil masquerading as 
prosperity. 


Epiror’s Note: The next article of this 
series will be entitled “New Construction 
and Speculation.” In this article Mr. Gib- 
son will set forth the importance of new 
construction in its bearing on general bust- 
ness and security values, 
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A Household Quarrel 


EACE has vanished from the portals 

of George Graham Rice’s household. 
One of his associates in booming Idaho 
Copper has kicked the welcome mat that 
was spread over the ‘doorstep into the 
street and departed in anger, vowing 
vengeance, when no agreement could be 
reached between them over the proposed 
reorganization of the copper company sug- 
gested by Rice. The discontented member 
of the household is W. L. Jarvis of Bos- 
ton whose firm has been active in further- 
ing the speculative activity of Idaho Cop- 
per on the Boston Curb, a market which 
pays little attention to the character of 
securities it trades in. In a recent com- 
munication to his customers Jarvis fires 
his first barrage at Rice by saying: 





Our conviction that Mr. Rice employed 
the Iconoclast only as a house organ to 
inflate interest in Idaho Copper, is increased 
when he devotes an entire issue to an at- 
tack on this company because we refuse to 
recommend the reorganization. : 
To what use Rice puts the /conoclast as 

explained by Mr. Jarvis provides no startl- 
ing information. That fact has been gen- 
erally known. Rice is not spending thou- 
sands of dollars to distribute a publication 
free, unless he expects to get back from his 
outlay a substantial profit. The fact that 
he now wants to reorganize the copper 
company and through it surreptitously raise 
a large cash fund through an indirect as- 
sessment is a more interesting revelation 
for it indicates he is nearing the end of 
his rope in this particular promotion, which 
is bound to hit the rocks as have all of 
his previous mining flotations., 
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Selling Bonds 


Why Do Some Men Sell 
More Bonds Than Others? 


(1) Salesmen differ in their Knowl- 
edge of Investment facts. Hence 
some can talk more intelligently and 
gain the investor’s confidence better 
than others. 


(2) Salesmen differ in their ability 
to capitalize their knowledge so as to 
forcefully present their issues. Hence 
some can close much better than 
others. 


More Sales 


The Babson System of Training in 
Security Selling contains the facts so 
absolutely essential to success in sell- 
ing securities and shows how to use 


these facts in a way which means— 
More Sales. 


Our free Booklet “Security Sales- 
manship—the Profession” not only 
outlines this Training but will inter- 
est you in other ways as well. Send 
for this Booklet A-342 today. 


Babson Institute ®*>*on Pe 


Mass. 
j 





Rock Island Earning 
Rating “B,’ Guenther’s Appraisal 
Rock Island’s earnings in the first four 
months of 1926 have been below those of 
the same period last year. To some ex- 
tent this is due to heavier maintenance 
expenses. It is expected however that 
earnings in the last half of the year when 
bulk of the net is made, should be quite 
satisfactory and that the official estimate 
of earnings of more than $6 a share on the 

common stock will be realized in 1926, 
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Famous Players 
(Concluded from page 753) 




















time, in view of recent developments, and 
draw comparison between the senior and 
the common shares as to relative attractive- 
ness in the matter of purchase. Bear in 
mind, the senior shares are convertible 
into the common stock. 

The common is selling at around 126 
and, in view of the impressive background 
provided by the record for the stock, and 
the feeling that Famous Players deserves 
recognition as a leader in its field, there 
is a possibility that higher price levels 
may be reached. 

But the fact remains that, with 1,000,- 
000 shares presently to be outstanding, the 
speculative possibilities are not quite as 
favorable as with 450,000 shares outstand- 
ing. 

A few words about the Balaban & 
Katz enterprise. The holdings of this ag- 
gregation consist of a chain of motion pic- 
ture theaters numbering 250, and the total 
assets of the company are estimated at 
approximately $17,000,000. 


There are at present 264,206 shares 
of Balaban & Katz common outstanding, 
of which, by virtue of the recent acquisi- 
tion, Famous Players, two-thirds will be 
owned by the latter company. This stock 
has been showing an earning power of 
from $4 to $5 per share. Last year it 
earned a net of $4.92 as compared with 
$5.30 a share in the previous year. 


Famous Players has made formal offer 
to purchase its two-thirds interest in Bal- 
aban & Katz for a consideration equal to 
$80 per share, part cash and part stock. 
The writer feels that a price of $80 per 
share for a stock that has been showing an 
earning power of around $5 is rather high. 
In other words, the transaction seems to 
mean that a rather high price is being 
paid for earning power. 


Good Reputation 


The Balaban & Katz management has 
won considerable reputation in the indus- 
try because of its prefection in operation. 
The proposed combination is expected to 
result in material stimulation in the rev- 
enue of Famous Players. But it remains 
to be demonstrated just what expansion 
in earning power can be achieved that will 
give to the greatly increased capitaliza- 
tion earning capacity comparable to that 
established by the smaller capitalization. 

Famous Players common last year paid 
$13.67 a share for its common after pre- 
ferred dividends. Figured on the basis of 
the proposed increase in stock, that means 
an earning power in the light of last year’s 
performance of about $6.15 a share. 


Balaban & Katz common earnings, on 
the basis of last year’s showing, figuring 
on the basis of the two-thirds Famous 
Players interest, would add about 86c a 
share to the earning power of Famous 
Players’ new common. 









Therefore, on the basis of last year’s 
earnings for the common stocks Of the 
two companies, the proposed new 1,000,009 
shares of Famous Players common would 
have an indicated earning power of only 
slightly better than $7 a share. 


The writer would not care to place 
any such limitation upon the future earn. 
ing power of Famous Players common, 

The Famous Players management has 
demonstrated rather convincingly the wis. 
dom of combining operation of theaters 
with production and distribution. The 
management also has displayed remark. 
able ability in expansion of earnings 5 
as to make a very creditable showing from 
year to year. What the possibilities of 









Fi 











oe 
= 
a 





wm 
ca 














a 
~ 








= 





< 
ca 








ne 

































































this newest departure are would be dif. : 
ficult to determine. It, therefore, would di 
seem unjust to assume that the earning . 
power of the new common would be little li 
better than last year’s demonstration of “: 
earnings for the two companies under 

separate management, operation and dj. 





rection in view of the large amount of 
cash stockholders have advanced. 























Effects on Earnings 


At the same time, the Balaban & Katz 
addition does not seem to be of sufficient 
importance to bring about any immediate 
revolution in earning capacity. And it is 
te be remembered that the company will 
have to make a tremendous addition to its 
ability to produce earnings to make the 
new common stand up in a _ remarkable 
way. 



































All of which is indicative that, with the 
present market price standing at around 
126, and in view of the large increase 
in stock, those who have taken advantage 
of THE FINANCIAL WorLD recommenda- 
tions in the past, and are in a position 
to obtain a substantial profit would do well 
to transfer their interest to the senior 
shares. 



























































The preferred stock of Famous Players 
has been increased in asset value without 
the creation of any prior obligation. With 
such a large amount of stock junior to it, 
and in the light of the large asset value 
and the fact that the shares are convertible 
into common stock, the senior shares seem 
to justify consideration as an investment 
of unusual strength and attractiveness. 


The preferred stock of Famous Players 
in the writer’s opinion is desirable as a 
long time call on Famous Players common. 
And the yield at 120 of 6.7 per cent is 
highly satisfactory, which makes it at- 
tractive in view of its increasing factor 
of safety. 





























































































L) 


Able Advice 


Mr. Guenther is certainly a past master 
on finance, His able article of March 20, 
1926, is a rare treat and shows to the in- 
vestor what to expect as a reader and sub- 
scriber to THE FINANCIAL Worwp. The 
investor need not grope in darkness and 
doubt when he has access to Mr. Guenth- 
er’s able advice on finance. 

A. PEARSON. 

“Tell your friends they need it.” 


The Financial World 
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Study in Values 
(Concluded from page 754) 
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the company’s products which are the re- 
sult of mining operations, 

Until these factors show a change more 
favorable to earnings, it would be un- 
wise to accept the results of the past two 
years as being criteria of earnings for the 
near future. 

From the foregoing it is apparent that 
the present market price of General 
Asphalt has fully, if not over, discounted 
the possibilities of an inauguration ot 
dividends on the stock, and from an in- 
yestment standpoint the issue holds but 
little merit. Those who have held Asphalt 
in hopes of payments being made in the 
near future on the junior stock would do 
well to take advantage of its comparative- 
ly high level to cransfer their funds to a 
security having better immediate and fu- 
ture prospects. For this purpose we will 
look at a stock selling but a few points 
away from Asphalt, Wabash preferred 
“A” currently quoted at about 74. 

The improvement in the position of 
the rails has been repeatedly pointed out 
in recent issues of THE FINANCIAL 
Wortp, and Wabash A stock in particu- 
lar has been discussed, showing at the 
same time the strong position into which 
this issue is working. This stock was 
first recommended in one of Mr. GuEN- 
THER’s Bargain Lists of a year ago, at 
which time it was selling at about ten 
points below its present level. 


In the past four years earnings ap- 
plicable to these shares have increased from 
$1.83 in 1922 to $11.48 for last year, and 
promise to be $15 in 1926. In the same 
period efficient management has reduced 
operating ratio over ten points to 73.1 per 
cent. As compared to the corresponding 
period of a year ago, gross revenue for 
the first four months of this year is up 
$483,000, resulting in an increase of but 
$247,000 in transportation expense. Earn- 
ings per share of Class A stock have, for 
each of the past three years, increased 
more than three dollars per share over the 
year previous. An equally large improve- 
ment is looked for in the current year, and 
it is expected that 1926 operations will re- 
sult in dividend requirements being cov- 
ered about three times. It must be kept in 
mind that these increases were made with- 
out the aid of any rise in rates, but repre- 
sent both increased efficiency and growth 
of the territory served. So far earnings 
have been the results of Wabash operating 
alone. However, the road possesses very 
definite and important merger prospects. 

In 1925 Wabash acquired control of Ann 
Arbor, This road has shown a remark- 
able gain in earning power, which should 
be further augmented by its connection 
with Wabash. In view of its geographic 
location, it is somewhat surprising that 
until recently Wabash has been neglected 
in voluntary consolidation plans. It can 
deliver freight from the East to St. Louis, 


June 12, 1926 


Kansas City and Omaha without going 
through Chicago. It has a short line from 
Buffalo via Detroit to Chicago, and in con- 
nection with Loree’s eastern trunk line sys- 
tem through connection at Toledo with 
Wheeling and Lake Erie, and Pittsburgh 
and West Virginia, the shortest line be- 
tween New York and Chicago would be 
established. Through its connection with 
Ann Arbor freight for the northwest can 
be delivered without going through the 
Chicago terminal. 


The road’s capital set-up is excellent, 
funded debt consisting of but 41 per cent 
of total capitalization. Few railroads have 
less bonds than stock outstanding. 


As for traffic, the diversity of Wabash’s 
freight tonnage is enviable. Manufactures 
and miscellaneous products of mines 
account for about two-thirds of the total, 
while about one-sixth is composed of agri- 
cultural goods. It is easily seen that the 
road is not dependent exclusively upon one 
class of commodities. 


With the excellent position of Wabash A 
as regards earnings, yield and outlook it 
appears that these shares are much cheaper 
at 74 than General Asphalt at 67. The rail 
stock possesses proven earning power with 
excellent prospects for this power to in- 
crease, whereas Asphalt’s profits have 
shown a decline from 1924 results. The 
industrial stock has never paid a dividend, 
whereas Wabash A is now carrying a pay- 
ment of five dollars per year. In addition, 
the stock has a participating feature which 
in time should become of value. After 
five dollars per share has been paid on the 
preferred B and common stocks, class A 
participates equally with common in any 
further distribution. While indicated earn- 
ings of about $6.50 per share of common 
do not lead to the expectation of early 
dividends on the common, it is indeed un- 
likely that this stock will not receive the 
benefit of further substantial improvement 
in profits, with the A stock standing ready 
to share in dividends over five dollars. At 
current prices, Wabash A possesses very 
attractive probabilities. 


Two Preferreds 


(Concluded from page 755) 





made in the last few years. The disposal 
of severa! properties and the acquisition of 
others has allowed for a strengthening of 
the company’s position by retirement of 
bond issues and liquidations so that at the 
present the capitalization consists of only 
$456,300 of 5 per cent gold bonds due in 
1942 ahead of the stocks. There are three 
classes of stock outstanding. The two 
preferred stocks were issued in exchange 
for the old 6 per cent issue which was re- 
tired in 1923. The present 7 per cent prior 
preferred stock is cumulative and is re- 
deemable at 110 and accrued dividends. 
This issue is currently quoted around $92 
a share which returns an income of 7.6 
per cent. The participating preferred 


stock previously referred to is redeemable 
at 105. With the increase in rate to 7 per 
cent the yield is now about 8 per cent. 
There is another feature which adds to the 
attractiveness of this issue and that is its 
participating privileges which entitle it to 
an additional one per cent in the event of 
the common receiving 6 per cent in cash 
dividends in any one year. 


In the year ended June 30, 1925, the 
company showed its fixed charges earned 
by a wide margin and the amount applic- 
able to the stocks ample to cover all re- 
quirements. The prior preferred divi- 
dend was earned better than two and a 
half times over requiring only $174,571 
with $425,640 applicable to these shares. 
There was left a balance of $251,068 for 
the payment of the dividend on the partici- 
pating preferred which last year was at 


the rate of 6 per cent, and amounted to 
$185,374. 


Both of the issues are at present prices 
offering an attractive yield with a choice 
in the prior preferred issue for the more 
conservative. The greater yield obtain- 
able on the participating issue has natur- 
ally the flavor of speculation attached to 
it. The region served has been making 
rapid industrial progress and new build- 
ing has enabled the company to steadily 
increase its business through the new out- 
lets thus provided. Over a period of years 
the company has been steadily improving 
the position and with the further improve- 
ment it is not to be expected that the pres- 
ent attractive yields will be obtainable 
on its securities that are now offered. 
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24 Utilities Merge 


Consolidation of twenty-four public 
utility properties of the Fitkin system, lo- 
cated in Kansas, Michigan, Missouri, 
Arkansas and Texas, and having a value of 
more than $17,806,000, was announced this 
week by A. E. Fitkin & Co., managers of 
the plan. The properties are now grouped 
under the Commonwealth Light and Power 
Company and the Interstate Electric Cor- 
poration. 


The new company will be known as the 
Inland Power and Light Corporation and 
upon completion of the merger new prop- 
erties purchased, or under option for pur- 
chase, will be added to the corporation. All 
the common stock of the subsidiary com- 
panies is to be owned directly or indirectly 
by the Inland Power and Light Corpora- 
tion. The boards of directors of the Com- 
monwealth Light and Power Company, of 
the Interstate Electric Corporation and of 
the Tide Water Power Company, which 
owns a controlling interest in the outstand- 
ing common stock of the Commonwealth 
company, and A. E. Fitkin & Co., managers, 
have approved the plan. 


The merger’s purpose is to erect for the 
Commonwealth-Interstate properties a fi- 
nancial structure similar to that of the Na- 
tional Public Service Corporation. 


New financing will call for the issuance 
of approximately $11,000,000 worth of se- 
curities. 
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In the 
Shenandoah Valley 
Virginia Public Service 

Company 


ist & Ref. 54%% Bonds 
Due 1946 


This large public service com- 
any serves 130 communities. 
hey include Alexandria, New- 

port News and rich sections of 

the Shenandoah Valley. 


Electric and gas needs are sup- 
lied to traditionally prosperous, 
ong established centers which 
have an aggregate population of 
ore than 220,000. Reported net 
earnings over 2.27 times interest 
requirements. 





Price 97 and Interest 
To yield about 5.75% 


Circular F-112 on request 


Fred’k Southack & 
Alwyn Ball, Jr., Inc. 


11 Broapway New York 
BowLinc GREEN 1410 





























OIL ROYALTIES 


For Investment or Speculation 


JAMES WOODROW 
Commercial National Bank Building 
INDEPENDENCE, KANSAS 
ROYALTIES—LEASES—APPRAISALS 
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QUICKLY BUILDS INCOMES 
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An enviable income can be 
quickly built by the occasion- 
al purchase of $100 to $1000 
First Mortgage Bonds, se- 
cured by income-paying city 
business property, independ- 
ently, conservatively ap- 
praised at practically 100 per 
cent more than amount of 
mortgage loan. Underwrit- 
ten and protected by Filer- 
Cleveland safeguards. Keter- 
ences: all local banks. Send 
coupon or write for “8% 


AND SAFETY” booklet. 
(Established 1915, Incorporated 1920) 
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New Building Exceeds 1925 


CCORDING to F. W. Dodge Cor- 

poration, building and engineering 

projects contracted for during May 
in the 37 States east of the Rocky Moun- 
tains (which include about 91 per cent of 
the total construction volume of the coun- 
try) amounted to $549,814,800. The de- 
crease from April was nearly 4 per cent, 
but there was an increase of 8 per cent over 
May, 1925. A moderate decrease from 
April in May is the normal seasonal trend 
in building contracts. 


Included in last month’s record were: 
$244,587,500, or 44 per cent of all construc- 
tion, for residential buildings ; $100,961,200, 
or 18 per cent, for public works and utili- 
ties; $70,891,600, or 13 per cent, for com- 
mercial buildings; $45,977,100, or 8 per 
cent for industrial buildings; and $39,709,- 
700, or 7 per cent, for educational buildings. 


Total building and engineering contracts 
awarded during the first five months of this 
year have amounted to $2,565,366,100, this 
being an increase of 17 per cent over the 
corresponding period of last year. At the 
end of April this year’s construction vol- 
ume was 20 per cent ahead of last year’s; 
at the end of March, it was 30 per cent 
ahead. The spread over last year’s volume 
is gradually decreasing. 


Contemplated new work reported for the 
37 eastern states last month amounted to 
$792,769,000, which was a decrease of 13 
per cent from the amount reported in 
April and an increase of 9 per cent over the 
amount reported in May of last year. 


The first five months’ construction total 
for New York State and Northern New 
Jersey was $768,830,000, being an increase 
of 53 per cent over the corresponding five 
months of last year. 


Contemplated construction projects were 
reported for the district in May to the 
amount of $201,512,700, which was a de- 
crease of 14 per cent from the amount re- 
ported in April, 1926, but was an increase 
of 14 per cent over the amount reported in 
May of last year. 


Construction started in New England 
during the past five months has totaled 
$171,420,000, being an increase of 1 per 
cent over the figure for the corresponding 
period of 1925. 


Contemplated new work reported for the 
district last month amounted to $48,962,000, 
being a decrease of 25 per cent from the 
amount reported in April, 1926, as well as 
a decrease of 4 per cent from the amount 
reported in May of last year. . 

New construction started in the Middle 
Atlantic States during the first five months 
of this year reached a total of $245,362,700, 
as compared with $231,994,700 for the first 
five months of 1925, being an increase of 6 
per cent. 

Contemplated construction planned for 
the Middle Atlantic States, as reported in 
May, amounted to $99,745,100, which was 9 
per cent more than the amount reported in 
April, 1926, but 13 per cent less than the 
amount reported in May of last year, 


Building and engineering work started jy 
the Pittsburgh district during the first fiye 
months of 1925 amounted to $297,833.70, 
being a loss of 15 per cent from the figure 
for the corresponding period of last year, 


Contemplated new work reported in May 
amounted to $71,203,400, which was 15 pe 
cent less than the amount reported in Aprij 
of this year, but 1 per cent more than the 
amount reported in May, 1925. 


New construction started in the Central 
West during the first five months of this 
year reached a total of $562,586,300, a5 
compared with $565,214,900 for the corre. 
sponding five months of 1925, the decrease 
being less than 1 per cent. 


Contemplated new work reported for the 
Central West in May amounted to $207. 
772,900, being a 23 per cent decrease from 
the amount reported in April, 1926, but an 
increase of 30 per cent over the amount 
reported in May of last year. 


Constructio nstarted in the Southeastern 
States during the past five months, amount- 
ing to $377,091,900, has increased 45 per 
cent over the corresponding period of 1925, 

Contemplated new work reported for the 
Southeastern States in May amounted to 
$112,186,100, being a decrease of 9 per cent 
from the amount reported in April, 1926, as 
well as a decrease of 13 per cent from the 
amount reported in May of last year, 


Construction started in the Northwest 
during the first five months of 1926 reached 
a total of $43,731,200, which exceeded the 
figure for the corresponding period of last 
year by 13 per cent. 


Contemplated construction projects were 
reported for the district in May to the 
amount of $12,230,500, being a 32 per cent 
decrease from the amount reported last 
month, but an 11 per cent increase over the 
amount reported in May, 1925. 


The first five months’ construction total 
for Texas was $98,510,300, as compared 
with $68,078,900 in the corresponding five 
months of last year, the increase being 4 
per cent. 


Contemplated new work reported fot 
Texas in May, 1926, amounted to $39,156, 
300. This was an increase of 38 per cett 
above April of this year, as well as 122 pet 
cent above May, 1925. 


These reports are indicative of some 
slowing down in the great gains that have 


‘characterized new construction contracts 


let for many months. However, the con- 
tracts let thus far in 1926 assure a high 
volume of work of this character during 
the near term future at least. Furthermott, 
while new construction activity at a good 
rate is one of the prosperity essentials it's 
not necessary that this rate be maintained 
at what were probably abnormal levels 
the latter half of 1925. The importance of 
a good rate of new construction has beet 
repeatedly emphasized in THE FINANCIAL 
Wor p and will be thoroughly discussed 
next week’s issue by Mr. Gibson in his 1 
structive series, 


The Financial World 
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The Bourbon Attitude 

MONG certain railroad operatives I 
AGn informed there prevails a feeling 
of resentment against all independent or- 
ganizations engaged in furthering the inter- 
est of stockholders as well as a determined 
purpose not to accord them moral sup- 
port. If this is the spirit which prevails 
it is a wrong one and is bound to eventu- 
ally react upon railroad officials who cul- 
tivate it. 

The day has long ceased to exist when 
a public statement that “the public be 
damned” could be made with impunity. 
In those days the railroads were owned 
by a small minority. The times and con- 
ditions have since radically changed. The 
bulk of the ownership of most of our 
large corporations in which are included the 
railroads is now vested in the people 
through the diffusion of their securities in 
the hands of investors. Each corporation 
is more or less a corporate republic where 
the power to elect ‘directors and officers 
rests with the stockholders. 

For this very reason railroad officials 
instead of discouraging movements of or- 
ganizing stockholders in associations should 
co-operate with this modern tendency. It 
is not aimed to interfere with legitimate 
corporate activities. The very essence of 
this development embodies the welfare of 
good management, realizing that it begets 
the best results, 

Not to see that this is the purpose be- 
hind this movement is similar to .display- 
ing the child-like thought of the reactionary 
Bourbons that their subjects were without 


minds, and incapable of realizing what 
form of Government was best for them. 
Out of this lethargic stupidity a violent 
revolution rudely awakened them. 

Heads of our railroads should not make 
a similar mistake, for none of these inde- 
pendent organizations intend to act the part 
of Paul Prys. If this was their inclina- 
tion stockholders would soon withdraw 
support from them. Right and successful 
managements can make friends of them— 
only the selfish and reactionaries need fear 
them. 





Government Flush in Cash 


NCLE SAM’S treasury is so flush in 

cash that the necessity for any new 
financing with treasury certificates to pro- 
vide for the June maturities is not re- 
quired. This is the first time since the con- 
clusion of the war that the Government 
did not confront this necessity. Indirectly 
this favorable situation reflects the nation’s 
sound condition and raises hopes of an- 
other tax reduction, if not in 1927 at least 
in 1928, provided Congress does not sense 
in this plentitude an opportunity to open 
up the pork barrel and dip liberaliy into it 
for extraordinary appropriations, The an- 
nouncement by the Treasury that the Gov- 
ernment will receive in June around $80,- 
000,000 in payment on foreign debt reveals 
that from this source there may be ex- 
pected increased receipts every year from 
now on to apply to the reduction of the 
national debt. Such payments are helpful 
in tapering down our own tax obligations. 


Hulswit Kept as Pilot 


@ Stockholders of American States display their confidence in 
his management by re-electing him president and director. 
Also Approve Plan of Re-organization. 


ican States held on Tuesday at 

Wilmington, Delaware, the stock- 
holders, by an overwhelming majority, 
evinced their confidence in Frank T. Huls- 
wit by re-electing him president and di- 
rector of their company from which he 
voluntarily resigned after the unfortunate 
decline in United Light & Power stock, a 
company he had originally organized and 
brought to a position where it was rated 
as one of the leading public utilities of 
the country, 

The stockholders also took favorable ac- 
tion on the plan of re-adjusting the com- 
pany’s financial structure, recently pro- 
posed and which was made possible by the 
cancellation of a considerable block of 
stock of Mr. Hulswit. This offer was 
made by Mr. Huslwit at a considerable 
financial sacrifice, but it is a typical action 
of a man who has always shown unselfish- 
ness when the interests of others were 
involved, 

The hold that Mr. Huslwit has on the 
confidence of stockholders of his enter- 
Prise is but natural when his character is 
fully understood. His critics may claim 
he made a mistake in his personal efforts 
to advance United Light & Power stock 
to the high price it attained and from 
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N T the annual meeting of the Amer- 


which it had a considerable decline on 
account of adverse market conditions— 
but if it was an error, and that is a ques- 
tion still to be determined, it was not one 
behind which were selfish motives—for 
Hulswit himself was the greatest finan- 
cial loser. 

To know Huswit as his best friends 
know him is to know an optimist, a man 
who has the greatest faith in his properties. 
This side of him is the magnet that drew 
the millions into the deevlopment of his 
utility properties and the force that drove 
them to the heights they attained in their 
industry. The bulk of the stockholders of 
the so-called Hulswit properties have 
profited immensely out of them despite the 
recent decline, and this accomplishment 
can not easily be eliminated from their 
consideration when placing an estimate 
on his integrity and honesty. 

This is why, and quite properly so, they 
wish to retain him as head of American 
States for they place faith in him that 
he will succeed in making a financial suc- 
cess of it—a faith he personally backs by 
his willingness to serve the company as 
its president without compensation until 
the profits warrant the stockholders to re- 
imburse him for his efforts in their behaf. 











ColoradoWay 
toYellowstone 


Rock Island Linesso reach 
across our Western Vaca- 
tion Region that an un- 
limited number of tours, 
afiording the widest range, 
are available at a remark- 
able saving of time and 
funds. 


Step on the luxurious ROCKY 
MOUNTAIN LIMITED at 
Chicago; step off in the Rocky 
Mountains unlimited on your 

eqns Colorado way to Yellowstone. 
Rock Island is also the route of 
the all-Pullman GOLDEN 
STATE LIMITED to and from 
California. See Old Mexico on 
your way. All meals in dining 
cars. Other fast Rock Island trains 
West. 


Go one way; return another. Stop 
over anywhere. Illustrated book- 
lets on request. Ask about 
**All-Expense” Colorado tours— 
Personally Conducted or Go-as 
you-please. 
K. E. Palmer 
General Agent, Passenger Dept. 
Rock Island Lines 
723 Knickerbocker Bldg. 
Broadway and 42nd Street 
Phone Wisconsin 2515-6 
New York 


Roch Island Lines 





DEPENDABILITY 


Farm Mortgages are free from the 
dangers of inflation, deflation, inventory 
losses and all other incidental factors 
of business readjustment. 


We specialize in 


FARM 
a | MORTGAGES } Okahoma 


and are Loan Correspondents for a 
number of Life Insurance Companies in 
these States, who give preference to 
our offerings. 


The upward trend of land values is 
significant in adding additional strength 
to farm mortgages. 

Our offerings will meet your every 
requirement, From $300.00 upward. 
Write for particulars. 


The John A. Guthrie Mortgage Co. 


Mortgage Bankers 
FORT SMITH, ARK. 
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Over the Counter Market 


Edited by William J. Healy 








ONTINUING the strength of 
i the past few weeks the counter 
securities divided leadership 
among the different groups with indus- 
trials, banking shares and the invest- 


ment utilities holding center stage at 
various times. 


Southern baking, which has aroused 
considerable attention because of its 
extreme fluctuations, was easily the 
feature with a marked advance over the 
levels prevailing last week. There was 
nothing definite’ to account for the rise 
other than a general strength among all 
the baking shares on all markets. 


General Fireproofing advanced in re- 
sponse to better earnings reports, the 
present indications being that the com- 
pany will net nearly $10 a share this 
year. The company reported $2.44 for 
the first quarter and it is expected that 
the second quarter will exceed this 
amount. Metropolitan Chain Stores also 
responded to better earnings news. 
Curtis Publishing Company, National 
Casket and J. B. Stetson all moved up. 
Improved sentiment was expressed in 








We Deal in 


BANK & TRUST CO. SUGAR 

PUBLIC UTILITY TOBACCO 

BAKING CO. INDUSTRIAL 
STOCKS 


Stone,Prosser &Doty 


INVESTMENT SECURITIES 
52 William St., N. Y. Hanover 7728 




















Continental Gas & Elec. Corp. 
Securities 
Howe, Snow & Bertles 


(Incorporated) 


120 Broadway New York City 
Telephone Rector 3563 














PUBLIC UTILITY STOCKS 
Gas & Electric Ctfs. 
Metropolitan Edison $6 Pfd. 
Utilities Pr. & Lt. Pfd. 
Southeastern Pr. & Lt. V. T. C. 
Ohio Public Service 7% Pfd. 


PYNCHON & CO. 


Members New York Stock Exchange 


111 Broadway New York 


CHICAGO MILWAUKEE 
LONDON LIVERPOOL 


General 

















ST. LOUIS 
Mark C. Steinberg & Co. 


Members New York Stock Exchange 
Members Chicago Steck Exchange 
Members St. Louis Stock Exchange 
300 N. Broadway St. Louis, Mo. 
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generally higher prices throughout the 
list of favorites predicated upon favor- 
able dividend action as in the case of 
Hercules Powder, Aeolian Weber and 
Phelps Dodge. 

Common shares of Metropolitan 
Chain Stores were buoyant, reflecting 
the increase of 38.4 per cent in May 
sales, which was ascribed largely to the 
recent acquisition of a chain of seven 
stores on the Pacific Coast, previously 
the property of the Pacific Stores Com- 
pany. 

The recent optimistic financial and 
industrial reports have tended to boost 
the prices of bank and trust company 
stocks high above their levels of early 
April and in some cases almost back 
to the top prices of February. 


The widest fluctuation was made by 
the stock of First National. On Febru- 
ary 28 this sold for $2,800 a share. A 
month later it was quoted at $2,350. 
During the past two months it has re- 
covered $200 of this loss. 


Chase National stock receded sharp- 
ly, reflecting disappointment over the 
dividend rate fixed by directors. Traders 
had apparently anticipated an annual 
rate of 20 per cent for the confirmed 
bank and securities company shares, 
whereas the present declarations are at 
the rate of 18 per cent per annum. 

Increased interest was shown in the 
stock of the Chelsea Exchange Bank. 
Reports were received that the bank 
contemplates increased capitalization 
with a view to expanding its activities. 

Among insurance stocks, both Aetna 
and Travelers, recent leaders in this 
group, made further headway. 


Among the power and light shares, 
investment buying continued to hover 
around the better grade preferred stocks 
that offer better than a 6 per cent yield 
and as in so many cases better than 7 
per cent is obtainable, which issues have 
been called to the attention of investors 
in these columns. 


New York Steam was an outstanding 
feature in this section, enjoying a sharp 
run-up. Little stock in this concern is 
outstanding and the advance was ac- 
complished as the result of a_ small 
turnover. Prospects for better earnings 
imparted strength to those shares. 


On the Curb 


Trading on the Curb Market was on 
a broader scale than for a number of 
weeks. Though some stock registered 
small declines, the list as a whole was 
up sharply. Many issues sold at the 
best prices since the break of the mar- 
ket some months ago. 

Glen Alden Coal, which has been fea- 


tured by wide fluctuations during the 
past few weeks, sold exdividend the $5 
declaration, subsequently recovering a 
part of the difference. Failure of the 
directors to explain their action in de. 
claring a $5 dividend for a six months’ 
period and then announcing that here. 
after payments will be made quarterly, 
left the financial district somewhat mys- 
tified as to what rate the stock wil) 
carry. It is assumed, however, that the 
stock is on a $10 annual basis. The 
previous rate was $7 and payments were 
made semi-annually. For some time 
past the belief has prevailed that with 
the resumption of anthracite coal min. 
ing, stockholders would receive a larger 
return on their investment. The next 
meeting is in September. 


Goodyear Tire common followed up 
its recent strength with a further ad- 
vance. Buying was attributed to the 
generally better prices scored by tire 
company stocks on the Stock Exchange 
during the past ten days, and the im- 
proved outlook in the rubber situation 
in addition to the anticipation of better 
weather conditions. 


Nervousness over the continuation of 
the $4 dividend on the common stock of 
the Puget Sound Light & Power Con- 
pany was less in evidence. Investors 
are waiting for the directors’ meeting 
scheduled for next week. If the pres- 
ent rate is maintained it will mean that 
the stock is yielding over 12 per cent at 
current quotations. The company has 
long had severe competition from 
municipal plants in several Washington 
cities, but there has not recently been 
reported any severe cut in earnings. In- 
creased bonded indebtedness has made 
necessary setting aside more of the 
earnings for indirect charges. The pre- 
ferred stock is selling on a high yield 
basis and it is not likely that they will 
feel the effects of any change in rate. 


Oil stocks were generally active and 
strong, most interest being attached to 
Mountain Producers which was in good 
demand following the action of the 
directors in placing the stock on a reg- 
ular $2.40 dividend basis instead of the 
previous division between regular and 
extra dividends amounting to the same 
amount. 


Directors of the Humble Oil Com- 
pany this afternoon declared an extra 
dividend of 20 cents on the common 
stock, in addition to the regular quat- 
terly dividend of 30 cents, both payable 
July 1 to stockholders of record June 
16, Humble Oil stock is largely owned 
by Standard Oil of New Jersey, the 
total outstanding being in excess of 
2,900,000 shares. 
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BAKING 
CORPORATION 


The Board of Directors 
has this day declared the 
following dividends: 
$2.00 per share 
on the outstanding 


PREFERRED STOCK 


$2.00 per share 
on the outstanding 


CLASS A 
COMMON STOCK 


Both dividends are 
payable on July 1, 
1926, to stockholders of 
record on June 14, 
1926. Thestock transfer 
books will not be closed.’ 


Brayton Campbell 
June 9, 1926. Treasurer 



































MONONGAHELA WEST PENN PUBLIC 
SERVICE COMPANY 
Fairmont, W. Va., June 8, 1926. 
The Board of Directors of Monongahela 
West Penn Public Service Company has de- 
clared a dividend of 43% cents per share 
on its 7% Preferred Stock for the quarter 
ending June 30, 1926, payable July 1, 1926, 
to stockholders of record at the close of 
business June 15th, 1926. 
Ss. E. MILLER, Secretary. 





UNITED SHOE MACHINERY CORPORATION 


The Directors of this Corporation have de- 
clared a dividend of 1%% (387% cents per 
share) on the Preferred capital stock. They 
have also declared dividend of $.62% per 
share on the Common capital stock. The 
dividends on both Preferred and Common 
stock are payable July 6, 1926, to Stockholders 
of record at the close of business June 165, 
1926. 

H. E. ABBEY, Treasurer. 








Associated Gas and Electric 
Company 





61 Broadway, New York 


The J. G. White Management 
Corporation, Managers. 


Dividend—Class A Stock 


_The Board of Directors of Asso- 
ciated Gas and Electric Company has 
declared the quarterly dividend pay- 
able August 2 on its Class A Stock 
to holders of record at the close of 
business June 80, 1926, at the rate of 
24%4% of one share of Class A Stock 


for each share held, or 10% per 
annum. 


At this rate the stock dividend is 
equivalent to $25 per share for the 
Class A Stock as compared to the 
present market price of about $29. 


Stockholders may also purchase or 
sell sufficient scrip to make full shares 
at the rate of $1.00 above or below, 
ee the sale price of Class 

ck. 


M. C. O’KEEFFE, Secretary. 











June 12, 1926 


THE UNITED LIGHT 
AND POWER COMPANY 
Grand Rapids Chicago Davenport 


The Board of Directors of The United Light 
and Power Company, on June 1, 1926, declared 
the following dividends on the stocks of the 
Company: 

A quarterly dividend of $1.62 per share on the 
Class “‘A’”’ Preferred Stock, payable July 1, 1926, 
to stockholders of record June 15, 1926. 

A quarterly dividend of $1.00 per share on the 
Class “‘B’”’ Preferred Stock, payable July 1, 1926, 
to stockholders of record June 15, 1926. 

A dividend of 60 cents per share, payable 
August 2, 1926, to all holders of the old Class 
“A” and Class ‘‘B’? Common Stocks of record 
July 15, 1926. 

A dividend of 12 cents per share,’ payable 
August 2, 1926, to all holders of the new Class 
“A” and Class ‘“B’? Common Stocks of record 
July 15, 1926. 

Stock record books will close for transfer of 
stocks at the close of business June 15 for both 
classes of Preferred Stocks, and will reopen at 
the opening of business June 16; for both classes 
of Common Stocks the books will close on July 
15, and will reopen July 16, 1926. 


L. H. HEINKE, Treasurer. 
Chicago, June 1, 1926. 











Remington-Noiseless 
Typewriter Corporation 


Preferred Dividend No. 6 
New York, June 8, 1926. 


The Board of Directors has this day de 
clared a quarterly dividend of $1.75 per 
share on the Preferred Stock payable July 
Daa to stockholders of record July 1, 


HAROLD E. SMITH, 
Secretary. 








AweRicAN TELEPHONE AND TeveGRAPH COMPANY 
BELL SYSTEM 
147th Dividend 

The regular quarterly dividend 
of Two Dollars and Twenty-five 
Cents ($2.25) per share will be paid 
on July 15, 1926, to stockholders 
of record at the close of business on 
June 19, 1926. 


H. BLAIR-SMITH, Treasurer. 





ELECTRIC BOND AND SHARE CO. 
PREFERRED STOCK DIVIDEND NO. 84 

New York, June 9, 1926. 
The regular quarterly dividend of one and 
one-half (1%%) per cent. on the Preferred 
Stock of ELECTRIC BOND AND SHARE 
COMPANY has been declared for payment on 
August 2, 1926, to stockholders of record at 

the close of business July 10, 1926. 

A. C. RAY, Treasurer. 





Electric Bond & Share Securities Corporation 
Capital Stock Dividend 
A dividend of 25 cents per share on the 
capital stock of the Electric Bond and Share 
Securities Corporation has been declared 
for payment July 15, 1926, to stockholders 
of record June 15, 1926. 
A. C. RAY, Treasurer. 
| 





THE PACIFIC TELEPHONE AND TELE- 
GRAPH COMPANY 
Notice of Dividend on Common Stock 
A dividend of One Dollar and Seventy-five 
Cents ($1.75) per share on the Common Stock 
of this Company will be paid on Wednesday, 
June 30, 1926, to stockholders of record at the 
close of business on Friday, June 18, 1926. 
T. V. HALSEY, Secretary. 
San Francisco, June 3, 1926. 





| es 


American & Foreign Power 


Company Inc. 
PREFERRED STOCK DIVIDEND NO. 10 
The regular quarterly dividend of $1.75 per 
share on the Preferred Stock of the American 
& Foreign Power Company, Inc., has been 
declared for payment on July 1, 1926, to stock- 
holders of record at the close of business June 
15, 1926. 
A, C. RAY, Treasurer. 





= 


Continental Gas @& 
Electric Corporation 


Grand Rapids - Chicago 





The second quarterly dividend disburse- 
ment for the year 1926 on the stocks of 
the Continental Gas and Electric Corpora- 
tion, as declared by the Board of Directors 
on January 27, 1926, for the full year, will 
be paid on July 1, 1926, to stockholders of 
record June 12, 1926, as follows: 


A dividend of 134% on the 7% Prior 
Preference stock. 

A dividend of 14%4% regular and an 
extra dividend of %4% on the 6-8% 
Participating Preferred stock. 


A dividend of 144% on the 6% Pre- 
ferred stock. 


A dividend of $1.10 per share on the 
Common stock. 


Stock record books will close for transfer 
of stocks at the close of business June 12, 
1926, and will reopen at the opening of 
business June 14, 1926. 


L. H. HEINKE, Treasurer. 
Grand Rapids, Mich., June 1, 1926. 























AMERICAN GAS AND ELECTRIC COMPANY 
PREFERRED STOCK DIVIDEND 
New York, June 7, 1926. 
The regular quarterly dividend of One Dollar 
and Fifty Cents ($1.50) per share on the issued 
and outstanding unstamped no par value Pre- 
ferred stock of American Gas and Electric 
Company has been declared out of the surplus 
net earnings of the company for the quarter 
ending July 31, 1926, payable August 2, 1926, 
to holders of such stock of record on the 
books of the company at the close of business 
July 10, 1926, and payable to stockholders whvu 
have not prior to July 10, 1926, surrendered 
their certificates for par value shares in ex- 
change for no par value shares upon the mak- 
ing of such exchange. 
FRANK B. BALL, Secretary. 





AMERICAN GAS AND ELECTRIC COMPANY 
COMMON STOCK CERTIFICATE 
New York, June 7, 1926. 

The regular quarterly dividend of Twenty- 
five Cents (25c) per share on the no par value 
Common stock of American Gas and Electric 
Company has been declared out of the surplus 
net earnings of the company for the quarter 
ending June 30, 1926, payable July 1, 1926, to 
holders of such stock of record on the books 
of the company at the close of business June 
12, 1926, and payable to stockholders who 
have not prior to June 12, 1926, surrenderea 
their certificates for old par value shares in 
exchange for new no par value shares, and 
payable to stockholders who have not prior 
to June 12, 1926, surrendered their certificates 
for old no par value shares in exchange for 
new no par value shares upon the making of 
such exchange. 

FRANK B. BALL, Secretary. 





AMERICAN GAS AND ELECTRIC COMPANY 
EXTRA DIVIDEND COMMON STOCK 
New York, June 7, 1926. 

An extra dividend at the rate of one-fiftieth 
(1/50) of a share on each share of the present 
no par value common stock of American Gas 
and Electric Company has been declared out 
of the surplus net earnings of the company, 
payable in full paid no par value Common 
stock of the company on July 1, 1926, to hold- 
ers of such stock of record on the books of the 
company at the close of business June 12, 
1926, and payable to stockholders who have 
not prior to June 12, 1926, surrendered their 
certificates for old par value shares in ex- 
change for new no par value shares; and pay- 
able to stockholders who have not prior to 
June 12, 1926, surrendered their certificates for 
old no par value shares in exchange for new 
no par value shares upon the making of such 
exchange. 

FRANK B. BALL, Secretary. 





The Board of Directors of the 


ELMIRA WATER, LIGHT AND 
RAILROAD COMPANY 


Elmira, N. Y., June 4, 1926, 


has declared a dividend of one and three- 
quarters per cent (1%%) on the Seven Per 
Centum Cumulative First Preferred stock of 
this Company, and a dividend of one and one- 
quarter per cent (14%) on the Five Per 
Centum Cumulative Second Preferred stock 
of this Company, payable June 30, 1926, to 
stockholders of record June 16, 1926. 
H. B. CLEVELAND, Treasurer. 
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Weekly Business and Financial Summary 
(Principal features of this page elaborated and interpreted in the “Trend of “Things.”) 
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Week’s Sales A Stock Pri 
Sales of stocks listed on New York Stock Exchange (in verage oc rices 

number of shares), June 9, 1926: Week’s Sales—Thursday, areata, OMe 
1,557,374 shares; Friday, 1,578,439 shares; Saturday, 616,- : June9 June2 May 26 
921 shares; Monday, 1,150,540 shares; Tuesday, 1,749,780 23 Railroads . 105.75 105.32 
shares; Wednesday, 1,531,093 shares. 18 Industrials 24.74 122.94 122.20 

Thurs- Thurs- 41 Combined “ 114.35 113.76 
High Low day day 8 Coppers 8.2 27.59 27.38 
7—1925——. NAME of STOCK Last This : 
a07 so Week Week Bond Dealings, Jan. 1 to Date 
a) ae 47 48% 1926. 1925. 1924. 
9014 91% U. S. Gov. bds. $135,490,200 $177,048,960 $458,404,265 

100% 103% Other dom. bds. 1,015,095,000 1,225,314,775 893,754,450 
145 Amer. Tel. & Teleg.. - i : z : 5 
121% a eee 149 143% Foreign bds. .. 293,295,350 330,932,500 205,245,200 
53% Anaconda 115 115% 
27% aeeeer & $s 4% Total all bds..$1,443,880,550 $1,733,296,235 $1,557,403,915 
140% Atch, Top. & San Fe. 4 : sa: 
146 Baldwin Loco. 134% 134% Public Utility Stocks 


94% Baltimore & Ohio .. - sem Bid Asked Bid Asked 


64% Cerro de Pasco .... ie Miss. P. & L. 7% 

130% Chesapeake & Ohio.. 64% tm a rf. 104 

83 Chic. & N. W. ee Ala. ws Miss. R. P. .. 70 

58% Chie..) R.; ¥. pees ar 50% “eek: Nat. Pub. Ser. pf. 

at Isl. 6% pf.... Do prior 7% pf. 92 A (7) 93 

97 Consolidated Gas .. 514 f Do par 6% pf. 87 Do par. pf. (7). 9 97 

ne : Grociote See! Am. St., Sec. A.. 3% ; 4% ie ern 106% 
rucible Be Do Sec. ae xa No. i 

94% El. Pr. & Lt. 7% 1 q pf. 4 104 

114% Famous Players ... f. 4 

81% General Electric .... so. G. & E. : ee 81 

149% General Motors f. 5 

54% Gen. Outdoor A .. F he Me 5 (7) 100 

82% Great Northern y 

27% Hartman Corp. .. 8 vf. % 101% 

47% , Household Products. %o pf. 2 98% 

38% Hudson & Man. .... .P. ; : Peon. “ Ohio 

59% Kennecott Copper .. - 7% pf. 96 

46 Magma Copper A J Penn.-Ohio eye 35 

137% N. Y. Central ar. P. ‘ . Pug. Sd. P. ‘ 

151% Norfolk & Western t pf. M4 36 
Northern Pacific & E. 
Pan-Amer. Petrol... 
Pathe Ex. A. . : 
Pennsylvania R. R... e pf. 102 
Pure Oil s f , wa Southw. ’ : 
Rep. Iron & Steel... pf. $6 pf. 87 
St. L. & Frisco Stand. G. - 79 , 
Sears Roebuck 7 Ee pf. 102% 
Southern Pacific .. : f Stand. P. & L. .. 18 
Southern R’way .... . : Do 7% pf. .... 4 

Stand. Gas 8% pf. . ae ,96 Tenn. E. P. 7%.. 102% 

Texas Company ‘ 87 90 

Tobacco Products ... pt. 98 99% 

Union Pacific Interst. P. 7% pf. 93 96 : 102% 103% 

> eee Wi we = > 103% Utica G. & E. pf.105 107 

Wabash A pf. Met. Ed. $6 C - 94 Util P. & L. 7% 

Westinghouse Mfg. . Do pf. $7 B....103 106 ; 


Am. For. Pr. 7% pf.. 
144% 104% Amer. Locomotive 

















Ratio of Reserves 


Foreign Exchange Car Loadings With all percentages computed on 
the basis introduced by the Reserve 
1926 Loading of revenue freight for the Board on March 13, 1921, the high- 
June 9 Year Ago week ending on May 29 totaled 1,- est and lowest reserve percentages of 
Sterling $4.86 35 $4.85%3 081,164 cars increase of 41,779 cars the Federal Reserve system compare 
F. Franc 3.00% 4.86% over the: preceding week. as follows: . High Low 
Lira 3.69% 3.96 Compared with the corresponding -0 May 26 70.2 Jan. 6 
Belgian Fr. .... 3.05% 4.81% week last year, the total on May 29 -8 Jan. 21 66.1 Dec. 23 
Holland 40.17. 40.17 was an increase ‘of 168,077 cars, and -7 Jan, 21 170.5 Dec. 24 
haaete 14.125 14.125 was an increase of 260,613 above the : 2 July 25 71.2 Jan. 6 
ae . corresponding week in 1924. Corre- . Aug. 9 71.3 Jan. 3 
Denmark 26.46 18.84 sponding weeks in the two previous -1 Dec, 17 46.4 Jan. 7 
Germany 23.81 23.81 years, however, contained a holiday, reserve percentages of the 
Norway 22.29 16.82% while the week this year did not. New York Reserve Bank compare as 
Spain 15.28 14.62 follows: 
26.76 26.76 1926 B ng By High Low 
4 * 1 May ...-1,981,164 920,514 t : . 21 75.1 Feb. 
Switzerland ~sos SOE ery “md , 987.306 827.224 : 29 6 Feb. 
11.38 May 82.11 "998.827 983034 9081208 3s 180 Sone 
: 4 May ah ’ ’ ‘ > F an. 
Canadian Dollar.100.06 100.00 May 1.... 905,641 981,711 913,556 t . 25 79.3 Jan. 
21 -6 Feb. 











Crude Oil Production Money Rates Commodity Prices 


Daily Average ai June9 June 10 

(Figures in barrels) Call Loans ; 1926. 1925. 

1926 1925 Time Loans Wheat, No. 2 red ..$1.78 $1.99% 

June5 Juneé Commercial Paper y . Corn (new), No. 2 yel. .87% 1.34% 
Oklahoma : 454,150 di Rye, No. 2 white .. 1.04% 1.23 
Kansas 104,450 Rediscount Rate Oats, No. 2 white .. .52 65 
89,300 Bankers Acceptances Fl. std. Spg. pts. 8.50@9.00 9.25 
119,100 Bar Silver, London Coffee, No. 7 Rio .... « -22 

+. er 95,300 Si Sugar, granulated ... . -0570 
Southw. Texas ... 54,850 ee ee, Iron, 2X Phila. ; 23.00 
No. Louisiana ... 50,600 : s , Pitts. ..35. 35.00 
Arkansas 423,650 London Market Lead y 8.55 
Gulf Coast 115,700 Money in London at 3% per cent; , . 13.35 
Eastern . 104,000 short bills 44%@45 per cent; three . + a = ve 7.00 
70,150 months’ bills 4% @4y% per cent. . 55.30 

Montana 9,400 Gold bullion at 84s 11%d. Bar Cotton, mid. upland ..18. 23.55 

Colorado 1,700 gold amounting to £10,000 was with- Print cloths +05 06% 
New Mexico ...... 2,000 drawn from the Bank of England for Silk, best No. 1 to ext. 5.97 6.19 
California ........ 604,500 635,000 shipment to Holland and £12,000 for Rubber, spot ........ .43 74 

the Straits Settlement. Hides, nat. steers ... .13% 14% 
2,009,450 2,329,350 Gasoline 21 21 
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‘MIDDLE WEST 
UTILITIES COMPANY 
Notice of Dividend 
on Preferred Stock 


The Board of Directors of 
Middle West Utilities Com- 
pany has declared the regular 
quarterly dividend of One 
Dollar and Seventy-Five Cents 
($1.75) upon each share of 
the outstanding Preferred 
Capital Stock, payable July 
15, 1926, to all Preferred 
stockholders of record on the 
Company's books at the close 
of business at 5:00 o'clock 
P. M., June 30, 1926. 


EUSTACE J. KNIGHT, 
Secretary. 












































INTERNATIONAL TELEPHONE 
& TELEGRAPH CORPORATION 


New York, June 10, 1926. 
The Directors of the International Tele- 
phone and ‘Telegraph Corporation, at their 
meeting June 10th, authorized the regular 
quarterly dividend of 1%% payable July 15th 
to stockholders of record June 28th. 
H. B. ORDE, Treasurer. 





KANSAS GAS AND ELECTRIC CO. 
Wichita, Kansas 
PREFERRED STOCK DIVIDEND NO. 65 
The regular quarterly dividend of one and 
three-quarters (1%%) on the Preferred Stock 
of this Company has been declared for pay- 
ment July 1, 1926, to preferred stockholders 
of record at the close of business June 15, 
6. P. F. GOW, Treasurer. 


THE WESTERN UNION 
TELEGRAPH COMPANY 


New York, June 8, 1926. 
DIVIDEND NO. 229 
A quarterly dividend of TWO PER CENT 
has been declared upon the Capital Stock of 
this Company, payable on July 15, 1926, to 
stockholders of record at the close of busi- 
ness on June 25, 1926. 
The transfer books will remain open, 
G. K. HUNTINGTON, Treasurer. 


The New York Central Railroad Co. 
New York, June 9, 1926. 
A Dividend of One Dollar and Seventy-five 
Cents ($1.75) per share on the capital stock 
of this Company has been declared payable 
August 2, 1926, at the office of the General 
Treasurer, to stockholders of record at the 
close of business June 25, 1926. 
H. G. SNELLING, General Treasurer. 











AMERICAN POWER & LIGHT COMPANY 
71 Broadway, New York, N. Y. 
PREFERRED -STOCK DIVIDEND NO. 67 
The regular quarterly dividend of $1.50 
per share on the Preferred Stock of the 
American Power & Light Company has been 
declared for payment July 1, 1926, to pre- 
ferred stockholders of record at the close of 
business June 15, 1926. 

A. R. RAY, Treagurer. 





MEETING NOTICE 





AMERICAN GAR AND FOUNDRY 
CoMPANY 
STOCKHOLDERS’ MEETING 


The Stockholders of American Car and 
Foundry Company are hereby notified that the 
tegular annual meeting cf the Stockholde's of 
8 id ~cmrany will be held at its office, No. 1 
Exchange Place (First National Bank Bulldog). 
Jersey Citv. New Jersey, on Thursday, the 8th day 
of july, 1926, at 12 ps es noon, for the purpose 
of electing a Board ot Directors and transacting 
such other business as may be brought before 
the meeting. 


H. C. WICK, Secretary. 











To Keep You Informed 


VERY week we list in this column instructive booklets, circulars, 
periodicals and special letters pertaining to investment and other 


timely subjects which we believe are of interest and benefit to our 
subscribers. 


Upon request and without obligation, any of these listed below will 
be sent free, direct from the houses by whom issued. 


Kindly send request to CURRENT LITERATURE DEPARTMENT, 


THE FINANCIAL WorLD, 53 Park Place, New York, N. Y. 


Selected List of Bonds—This list, which is published monthly by a 
well-known investment banking house contains a large number of 
Government, Municipal, Kaiiroad, industrial and fublic Utility 
Bonds, widely diversined as to maturity, location and other in- 


vestment considerations. ‘Lhe June circular will be sent upon 
request, 


Monthly Quotation Folder—The purpose of this sheet is to furnish in- 
vestors with markets on securities of widespread interest. Among 
those mentioned include listed and unlisted, active and inactive 
bonds and stocks. ‘the New York Stock Exchange firm issuing 


this sheet will gladly send it regularly to anyone interested upon 
request. 


For Dealers in Unlisted Public Utility and Industrial Bonds—A 20- 
page booklet, just off the press, listing approximately 2,000 issues 
with latest quotations: also weekly quotation sheets. 


“How We Aid Investors”—This is the title of a pamphlet issued by a 
New York Stock Exchange firm. lt contains an outline of the 


principal services available through specialized departments in each 
of its offices. 


What Bonds Should You Buy?—One of New York’s largest trust com- 
panies has recently issued an Investment Memorandum, outlining 
a plan which will enable them intelligently to suggest from hun- 


dreds of investments those bonds offering distinct advantages to 
you. 


Stocks and Business—The monthly letter issued by a well-known Stock 


Exchange house gives a terse summary of conditions affecting se- 
curity prices. 


Record of Investments—A folder (pocket size edition) which enables 
you to record separately each of your security holdings, date of 
purchase, maturities of bonds and notes, shares of stock, cash 
invested in each security and other data, such as you wish to refer 
to frequently, may be had upon request. 

A Permanent Investment Policy—At times when investments in gen- 
eral sell at favorable prices it is only necessary to know what to 
buy. In other periods the soundest securities sell far too high for 
conservative investment. This booklet, “A Permanent Investment 
Policy” explains a plan of what to buy and when. 

Monthly Investment Quotation Sheet—A listing of New York bank and 
trust companies, industrial, public utility, sugar and tobacco com- 
panies’ stock quotations showing dividend rate, bid and asked 
prices, compiled by a well-known firm of brokers. 

“Power and Light”—This is the title of a booklet recently published by 
one of the oldest investment firms in the United States. It covers 
a number of points on public utility financing and describes some 
of the larger companies in this country. 

Concentrated Real Estate Activity—A firm having forty-four years’ 
experience in real estate activities in New York, has prepared a 
series of booklets on First Mortgage Real Estate bonds which lay 
special stress as to their appeal to investors for stability of yield 
and investment. 

What Every Security Holder Should Have—A New York Stock Ex- 
change house has issued a “Customer’s Securities Record Book” 
which is well worth sending for. 

“Shares in America”—A booklet of 20 pages well written and explain- 
ing in an understandable manner the method of obtaining a wide 
diversity of investment holdings in 24 standard divided-paying 
railroads, public utilities, industrials and standard oil stocks. 

“Ten-Minute Attention”.—A New York Stock Exchange firm issues a 
weekly which contains a condensed, but inclusive, summary of 
important events of the week affecting the financial and commer- 
cial world. Busy people will appreciate this efficient way of keep- 
ing posted with expenditure of very little valuable time. 

Tri-Weekly Stock. Letter—This letter, which is issued by a well-known 
New York Stock Exchange house, contains short, concise opinions 
of possible future movements in active stocks. 

Trading Methods—A 24-page booklet issued by a New York Stock 
Exchange house containing a brief explanation of the many differ- 
ent operations pertaining to stock market trading. 














een i a hi « 
nh es a a es 


x 








pr ge oe“ prpereeer merece preset STE Te 


GHAR MEYERS BYERS 





ap deel ere ES 


a 
a 
ey 
2 
% 
Fel 
ye 
bs et 
s 
Mi 
i 
% 
4 
7. 
oe 


—_. 


Why.... $2600 a ye 





Investments made on the decisions of a group of economists; trained men with 
— of experience, complete research facilities, making investment their sole 
iness. Or, “‘snap judgments’’, gossip, ticker talk, tips from a friend? Which 


is likely to be most successful? Read what follows . . . . It shows why one man 
getsonly 4% or 5% and another 25%. 


ar income 


from $10,000 capital....is possible for all 


These two charts show 
graphically the reason why 
so few men are successful 
in investing their money. 
They show also how finan- 
cial success can be obtained 
—without specialized train- 
ing or any unusual techni- 
cal knowledge. They show 
how the entire facilities of a 
great organization are 
placed at your disposal, 
helping to build for you a 
larger outside income. 


security “ 
TRENDS 





Half the average man’s time is needed to 
make money. Half his entire waking 
hours are taken by business. But to the 
equally important job of investing his 
money. . . . figures show that he devotes 
only 1/2oth of his time. What wonder 
that many fall so farshort of succeeding in 
acquiring an independent outside income. 


This is one reason why an organiza- 
tion such as Brookmire’s, devoting its 
entire time to business and investment, 
has proved so amazingly helpful to 
thousands. For investing must be con- 
sidered a business. . . . where with most 
individuals it is simply a spare time 
job, with results no better than this 
treatment justifies. 


What Brookmire’s can do for you 


In a general way, the Brookmire 
organization consists of three divisions; 
business trends, agricultural research 
and investment service. 

Everyone knows that stocks and bonds 
are affected by business and by agriculture. 
So, the knowledge our investment de- 
partment gains from our. two research 
divisions enormously increases its scope 
and field of usefulness in 
advising what securities 
to buy and when. 

Through it your in- 
vestments thus obtain 
100% of the facilities of 
an organization of train- 
ed economists, instead 
of the insufficient 
1/20th of your time. 


BUSINESS 
AFFAIRS ang 
INTERESTS 


22 years experience . . . nation-wide 
research. . . . a corps of skilled invest- 
ment experts are ready to go to work for 
you; ready to give you specific advice— 
on your. own investment problems— 
ready to aid you to increase your capital 
more rapidly and safely. 


How well Brookmire’s has been able 
to do this for other forward-looking 
people is shown conclusively by one 
short sentence, typical of many cases. 
“26% a year averaged for nine years— 
without any special investment training 
—simply through following Brook- 
mire’s advice.” 


Does such a record appeal to you? 
Have you been able to equal it? 


26% Income 


We have ready to send you a new 
folder ‘26% Income for Nine Years. . .. 
how it was done and how it can be dup- 
licated.”’. . . Also complimentary copies 
of our latest bulletins. . . . telling what 
to do in securities now. Just send the 
coupon. 


[PPC CS ee eee es memes $49 


| BROOKMIRE ECONOMIC SERVICE, INC. | 
| 570-7th Avenue, New York, N. Y. (at 41st St.) | 


of 


Please send me free your ‘26% Income 
folder and copies of the latest investment | 
' bulletins, telling what action is best now. 








